
America Online Inc. I Time Wamer Inc.

Exhibit 53: AOL International Timeline

March 1, 1995:

November 28, 1995:
January 31,1996:
March 18, 1996:
May 8,1996:
April 15, 1997:
October 7, 1997:

February 10, 1998:
October 7, 1998:
December 15, 1998:
January 26, 1999:
September 28, 1999:
October 14, 1999:

November 16, 1999:
January 20, 2000:

Source: Company reports

Joint venture with Bertelsmann announced to create European online
ventures
AOL Germany launched
AOL UK and AOL Canada launched
AOL France launched
Formation of AOL Japan in a joint venture with Mitsui and Nikkei
AOL Japan launched
AOL and Bertelsmann announced plans to launch online service in
Australia
AOL and CIC announced plans to launch online service in Hong Kong
AOL Australia launched
AOL and Cisneros Group announced Latin America joint venture
AOL surpassed 3 million international AOL and CompuServe members
AOL Hong Kong launched
AOl Germany became the first international AOL service to surpass
one million Subscribers
AOl Brasil launched
AOL Latin America filed a registration statement with the SEC for an
IPO

In the sections that follow we provide brief descriptions of the various international Internet
markets followed by projections for the AOL service in each market. There are several
points worth making about the assumptions behind our projections:

1. We believe there will be greater competition among ISPs internationally due largely to:
(1) the lack of a true market leader, as is the case in the U.S. (AOL); (2) a telephone fee
structure in some markets allowing carriers to subsidize low-cost (and free) ISP services;
and (3) earlier stage in development of the general online market, where brand loyalty
and differentiated content have yet to form. Therefore, we are projecting a lower
subscriber share for each of the international AOL joint ventures than the 40%-50~/o

shares we project for AOL domestically.

2. \"Vre believe subscription services will continue to drive international revenues, at least in
the near term. WIllie we project the domestic AOL service will derive nearly 70% of its
total revenues from advertising and e-commerce by 2008 (up from an estimated 25%
this year), our 2008 revenue projections for most international territories call for a 4O~/lr

50% revenue contribution from advertising/e-commerce.

3. We are modeling EBIIDA margin expansion to the 7~lr-15% range by 2003, reaching
20%-25% by 2005. Profitability gains should be driven by the company's ability to (1)
leverage marketing and product development costs of its domestic service, and (2)
benefit from decIining carrier costs in several markets as these markets deregulate and
become more open to competition.

4. We value the AOL international joint ventures on the same basis as we do the domestic
service (eight-year DCF analysis). We adjust our valuations by (1) assuming a terminal
growth rate 100-200 bps faster internationally (due to the relative immaturity of the

markets) and adding a 50-100 bps risk premium to the assumed weighted average cost
of capital.
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Exhibit 54: AOL Canada Dial-Up Subscription Revenue Projections

AOL Canada
Subscribers (millions):

Beginning 0.305 0.476 0.836 1.339 1.832 2.105 2.209 2.161 2.008 1.794
Gross Additions 0.200 0.400 0.800 0.700 0.630 0.567 0.482 0.410 0.348 0.296
Chum:

('ll. of Beginning Subscribers) 9.5% 8.5% 11.5% 15.5% 19.5% 22.0% 24.0% 26.0% 28.0% 30.0%
SubsCribers 10.029\ 10.040\ 10.096\ 10.208\ 10.357\ 10.463\ 10.5301 10.562\ (0.562) (0.538

Net Additions 0.171 0.360 0.504 0.492 0.273 0.104 0.048 0.152 0.214 0.242
Ending 0.476 0.836 1.339 1.832 2.105 2.209 2161 2.008 1.794 1.552

% Change 75.5% 60.3% 36.8% 14.9% 4.9% -2.2% -7.0% -10.7% -13.5%

Average 0.391 0.656 1.068 1.586 1.966 2.157 2.185 2.084 1.901 1.673

x Average Monthly Subscription Rate $17.00 $16.15 $15.02 $13.97 $12.57 $11.31 $10.18 $9.16 58.25 $7.42
% Change 0.0% -5.0"- -7.0% -7.0% -10.0"- -10.0"- -10.0% -10.0"- -10.0% -10.0%

Total AOL Subscription Revenues 79.7 127.1 196.0 265.8 296.9 292.8 266.9 229.2 188.2 149.0
% Change 59.5% 54.2% 35.6% 11.7% -1.4% -8.8% -14.1% -17.9% -20.8%

CompuServe Canada:
Subscribefs (m~Iions):

Beginning 0.045 0.055 0.070 0.068 0.292 0.432 0.513 0.539 0.536 0.514
Gron Additions 0.014 0.020 0.025 0.220 0.198 0.178 0.151 0.129 0.109 0.093
Chum:

(% of Beginning Subscribers) 10.0% 9.0% 12.0% 16.0% 20.0% 22.5% 24.5% 24.5% 24.5% 24.5%

Subscribers rO.005\ 10.005\ 10.008\ 10.014\ 10.056' 10.097\ 10.126\ 10.132) (0.131) (0.126

Nat Adcltions 0.010 0.015 0.017 0.206 0.140 0.061 0.026 0.003 0.022 0.033

Ending 0.055 0.070 0.066 0.292 0.432 0.513 0.539 0.536 0.514 0.481

% Change 27.7% 23.9% 239.1% 47.7% 18.8% 5.0% .Q.6% -4.1% -6.4%

Average 0.050 0.062 0.078 0.189 0.362 0.472 0.526 0.537 0.525 0.497

x Average Monthly Subscription Rate $15.00 $14.55 $14.11 $13.41 $12.47 $11.47 $10.32 $9.29 58.36 $7.53

% Change 1.0"- -3.0"- -3.0"- -5.0% -7.0"- -8.0"- -10.0% -10.0% -10.0"- -10.0%

Total CompuSeMt Subscription Revenues 9.0 10.6 13.2 30.5 54.2 85.0 65.2 59.9 52.6 44.9
% ChMcie 21.0% 21.8% 130.9% 77.9% 20.0% 0.2% -8.1% -12.1% -14.7%

Source: Cred~ Lyonnais Securities estimates
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Exhibit 55: AOL Canada Broadband Subscription Revenue Projections --
Broadband AOL PC

Canadian HHs Passed by Cable 8.0 8.2 8.4 8.6 B.7 8.8 B.9 90 9.1
% Affiliated with AOl 5.0% 7.0% 12.0% 50.0% 65.0% 75.0% 80.0% 83.0% 85.0%
AOL-Affiliated HHs Passed 0.4 0.6 1.0 4.3 5.7 6.6 7.1 7.5 7.7

Percenl Upgraded for HSD 60.0% 70.0% 80.0% B5.0% 90.0% 92.0% 93.0% 94.0% 95.0'%
Upgraded MSO Universe 0.2 0.4 0.8 3.7 5.1 6.1 66 7.0 7.3

Subscribers
Beginning 0.000 0.000 0.012 0.056 0.366 0.665 0.975 1.195 1476
Additions 0.002 0.012 0.044 0.310 0.299 0.310 0.220 0.282 0.177
Ending 0.002 0.012 0.056 0.366 0.665 0.975 1.195 1.476 1.653
Average 0.001 0.006 0.034 0.211 0.516 0.820 1.085 1.335 1.565

% Penetration of Upgraded MSO Hornes Passed 1.0% 3.0% 7.0% 10.0% 13.0% 16.0% 18.0% 21.0% 22.5%

Average Monthly Subscription Fee $39.95 $38.75 $36.81 $34.24 $31.50 $28.35 $25.51 $22.96 $20.67
% Change -3.0% -5.0% -7.0% -8.0% -10.0% -10.0% ·10.0% -10.0%

Total Subscription Amual Suscription Payments 0.6 2.8 15.1 86.8 194.9 279.0 332.1 367.9 388.0

x 30% • ACt. Cabl. Modem Broadband PC Revenu•• 0.2 0.8 4.5 26.0 51.5 83.7 99.8 110.4 118.4
% Change 387.2% 440.1% 473.5% 124.5% 43.1% 19.1% 10.8% 5.5%

AOL DSl Canada:
Canadian HHs 10.0 10.1 10.2 10.3 10.4 10.5 10.6 10.7 10.8
% Coverage via Bell Nexxia 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0%
Bell NeJCXie Coverage 9.0 9.1 9.2 9.3 9.4 9.5 9.6 9.6 9.7

% DSL Coverage 25.0% 45.0% 60.0% 70.0% 75.0% 80.0% 83.0% 85.0% 87.0%
DSL Homes Passed 2.3 4.1 5.5 6.5 7.0 7.6 7.9 8.2 1.5

Subscribe<s
Beginning 0.000 0.000 0.072 0.179 0.406 0.667 0.889 1.051 1.210
Additions 0.023 0.072 0.107 0.227 0.262 0.222 0.162 0.159 0.126
Ending 0.023 0.072 0.179 0.406 0.667 0.889 1.051 1.210 1.335
Average 0.011 0.036 0.125 0.292 0.536 0.778 0.970 1.130 1.273

% Penetration of DSl Homes Passed 1.0% 1.8% 3.3% 6.3% 9.5% 11.8% 13.3% 14.8% 15.8%

Average Monthly Subsctlpllon Fee 542.00 540.74 $38.70 $35.99 $33.11 $29.80 $26.82 $24.14 $21.73
% Change -3.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0% -10.0%

Tolal Subsaiption Annual Susctlption Payments 5.7 17.5 58.2 126.3 213.2 278.3 312.2 327.4 331.8

x 30% • ACt. DSl Broadband PC R_.... 1.7 5.2 17.5 37.' ....0 83.5 '3.7 98.2 19.5
% Change 208.6% 232.6% 117.0% 68.8% 30.6% 12.2% 4.9% 1.3%

AOl TV:
Intemel·TV Households (ClS estimates and Next Century Media) 0.5 0.8 1.2 1.6 2.3 3.2 3.9 4.5 4.9

% of TV Households 5.0% 8.0% 12.0% 16.0% 22.0% 30.0% 37.0% 42.0% 45.0%

AOL TV:
Subscribers:

Beginntng 0.000 0.008 0.032 0.086 0.247 0.435 0.662 0.903 1.081
Addilions 0.100 0.025 0.053 0.162 0.188 0.227 0.241 0.177 0.089
Ending 0.008 0.032 0.086 0.247 0.435 0.662 0.903 1.081 1.169
Average 0.004 0.020 0.059 0.166 0.341 0.549 0.783 0.992 1.125

'Yo of Total Canadian Internet·TV Households 1.5% 4.0% 7.0% 15.0% 19.0% 21.0% 23.0% 24.0% 24.0%

Average Monthly Subscription Fee $30.00 $30.00 $28.50 $27.08 $25.72 $2444 $22.72 $21.13 $19.65
Total Subscription Annual SuscriptKln Payments 1.4 7.2 20.2 54.1 105.3 160.8 213.5 251.6 265.4

x 30% =AOL TV R.venues 0.4 2.2 6.1 16.2 31.6 48.3 64.0 75.5 79.6
% Change 430.9% 181.5% 168.0% 94.7% 52.8% 32.7% 17.9% 5.5%

Consollda1ed Compan)'-Wlde Subscrlp1lon R.......... 88.6 140.2 217.4 324.3 431.3 511.9 547.5 546.5 524.9 489.5
% Change 58.2% 55.1% 49.1% 33.0% 18.7% 7.0% -0.2% -3.9% -6.7%

Tolal Ending Subscribe<s
Dial-UpAOl 0.4 0.7 1.1 1.6 2.0 2.2 2.2 2.1 1.9 1.7
Dial·Up COfnpu5erve 0.0 0.1 0.1 0.2 0.4 0.5 0.5 0.5 0.5 0.5
AOL Broadband PC 0.0 0.0 0.1 0.2 0.8 1.3 1.9 2.2 2.7 3.0
AOL Broadband TV 0.0 0.0 0.0 0.1 0.2 0.4 0.7 0.9 1.1 1.2

Total Subscribers 0.4 0.7 1.3 2.1 3.3 4.4 5.2 5.1 6.2 8.3
%Chanoe 65.3% 76.1% 63.6% 59.8% 31.3% 19.1% 10.2% 7.3% 2.2%

Source: Credit Lyonnais Securities estimates
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Exhibit 56: AOL Canada Advertising and E-Commerce Revenue Projections
;,'

Advertising and E-Commerce Fees:
Advertising:

Average Subscribers 0.440 0.734 1.227 1.994 3.001 4.022 4.857 5.459 5.884 6.133
x Average Monthly User Sessions per Average Subscriber 110 11.9 12.8 13.9 14.5 15.3 16.0 16.8 17.7 18.6
)( Average Page Views per Session 9.0 9.5 9.9 10.4 10.9 11.4 118 12.3 12.8 133
)( 12 = Total Page Views In AOUCompuServe Subscription Areas 523.0 988.9 1.8748 3.453.7 5.731.1 8.389.4 11.062.9 13.577.5 15.979.6 18.188.9

Non-Subscription Areas
Aggregate Average Monthly Unique Visitors 3.0 3.2 3.5 3.8 4.1 4.3 46 4.8 5.1 5.3
x Average Monthiy User Sessions per Unique Visitor 3.3 3.4 3.6 3.9 4.1 4.3 4.5 4.7 4.9 5.2
x Average Pege Views per Session 7.0 7.6 7.9 8.3 8.8 9.1 9.5 9.8 10.2 10.6
x 12 = Total Page Views in Non-$ubscriber Areas 819.0 1.003.0 1.194.3 1,462.7 1.741.7 2.016.0 2.333.6 2.675.7 3.067.9 3.517.7

Tolal AOL Page Views 1.342.0 1.991.9 3.069.1 4.918.5 7.472.8 10,405.4 13.396.4 16.253.2 19.047.5 21.706.6

x Advertising Revenues Pet' Pege View (+10% Yr) $5.00 $6.50 $8.13 $9.75 $11.70 $13.46 $14.53 $15.69 $16.95 $18.31
Total Advertilling RlMlnues 8.7 12.9 24.9 47.9 87.4 140.0 194.7 255.1 322.8 397.3

% Change 93.0% 92.6% 92.2% 82.4% 60.1% 39.0% 31.0% 26.6% 23.1%

E-Commerce Fees:
Commerce Site Pege Views-% of Tetal Annual Page Views 0.2% 0.2% 0.3% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%
Pags Views on Commeros Sites 2.0 4.0 7.7 14.7 26.2 41.6 60.3 81.3 104.8 130.2
x Taks Rate (%) Weighted by Quantity Purchased per P....chase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
= Total E-Commerce Purchases 0.4 0.8 1.6 3.3 6.1 10.2 15.4 21.5 28.8 37.1

x AveragePu~1oad Price $25.00 $26.00 $26.78 $27.58 $28.41 529.26 $30.14 $31.05 $31.98 $32.94
= ToIaI E-Commerce Purchases ($ millions) 10.1 21.2 44.2 91.5 174.6 298.4 463.3 668.6 921.2 1.222.5
x AOL Comrnissiions 1%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
=AOI. E-C_ F..s 1.0 2.1 4.4 9.2 17.5 28.8 4'-3 86.9 92.1 122.3

% Change 111.0% 108.0% 107.2% 90.8% 70.9% 55.3% 44.3% 37.8% 32.7%

Total AdvertIsing snd E-eom_ F_ 7.7 15.1 29.4 57_1 104.1 189.8 241.0 321.9 415.0 519.6
% ChsnlIe 95.3% 94.8% 94.5% 83.7% 61.9% 41.9% 33.6% 28.9% 25.2%

Source: Credit Lyonnais securities estimates

Exhlltlt 57: AOL Canada Income Statement Projections

Revenues:
Subocriplion

Dial-Up AOL 79.7 127.1 196.0 265.8 296.9 292.8 266.9 229.2 188.2 149.0
Dial-Up CompuSet've 9.0 10.8 13.2 30.5 54.2 65.0 85.2 59.9 52.6 44.9
Gablll AOL Plus 0.0 0.2 0.8 4.5 26.0 58.5 83.7 99.6 110.4 116.4
DSLAOL Plus 0.0 1.7 5.2 17.5 37.9 64.0 83.5 93.7 98.2 99.5
AOL TV 0.0 0.4 2.2 6.1 16.2 31.6 48.3 64.0 75.5 79.6

Total Subscription Revenues 88.6 140.2 217.4 324.3 431.3 511.9 547.5 546.5 524.9 489.5
Advertising. E-Cornmet'ce Fees and Other Revenues

Advertising 6.7 12.9 24.9 47.9 87.4 140.0 194.7 255.1 322.8 397.3
E--Commerce 1.0 2.1 4.4 9.2 17.5 29.8 46.3 66.9 92.1 122.3

Total Advertising and E-Commet'ce Fees 7.7 15.1 29.4 57.1 104.9 169.8 241.0 321.9 415.0 519.6
Total Consolidated AOL Canada RlMlnues 96.3 155.3 248.1 381.4 538.2 681.7 788.5 868.4 939.9 1,009.1

% Change 61.2% 58.9% 54.5% 40.6% 27.1% 15.7% 10.1% 8.2% 7.4%

Costs of Revenues (62.6) /96.3) (145.6) 1217.4) 1297.6l 1368.1) (415.9) (447.2) (474.6) (499.5
Gross Profit 33.7 59.0 101.2 164.0 238.6 313.6 372.6 421.2 465.2 5096

% Margin 35.0% 38.0% 41.0% 43.0% 44.5% 46.0% 47.3% 48.5% 49.5% 50.5%
%C!lange 75.0% 71.5% 62.1% 45.5% 31.4% 18.8% 13.0% 10.5% 9.5%

Other Operating Ccsls:
Sales and Marketing (19.8) (29.7) (44.7) (65.4) (71.9) (79.1) (87.0) (94.0) (101.5) (109.7)

Sales and Mart<eting Pet' Averege Analog Subscnber ($45.00) ($40.50) ($36.45) ($32.81) ($27.88) ($23.70) ($22.04) ($20.94) ($20.31) ($19.91)

Product Development (10.1) (12.4) (16.0) (19.1) (21.4) (22.2) (21.7) (19.5) (16.4) (12.6)
General and Administrative (14.5) (17.3) i19.4i i21.4i /23.5) 125.8) 127.7\ (29.3) (31.11 132.9

Total 44.4 59.5 60.2 105.8 116.9 127.1 136.4 142.9 149.1 155.2
EBITDA (10.7) (0.5) 21.0 58.2 121.7 181.4 238.2 278.3 316.2 354.4

% Margin -11.1% -0.3% 8.5% 15.3% 22.7% 27.3% 30.0% 32.0% 33.6% 35.1%

% Change -4416.1% In.l% 109.2% 53.2% 26.7% 17.8% 13.6% 12.1%

Depreciation and Amortizalion (5.91 110.7) 116.3) 122.11 (27.0) 129.2) 130.2) IJ1.J} 132.3) 133.0
Operating Income (18.8) (11.2) 4.7 36.1 94.7 157.2 208.0 247.0 283.' 321.4

% Margin -17.2% -7.2% 1.9% 9.5% 17.7% 23.1% 26.1% 28.4% 30.2% 31.8%
% Change -32.6% -142.0% 889.7% 162.6% 66.1% 31.0% 19.9% 15.0% 13.2%

Net Interest Expense (1.4) 0.6 /0.7\ 10.5) 2.4 8.7 18.5 31.1 46.4 64.4
Pretax Income (17.') (10.8) 19 35.5 97.1 185.' 224.5 278.0 330.3 385.8

% Margin -18.6% -6.8% 1.6% 9.3% 18.1% 24.3% 28.5% 32.0% 35.1% 38.2%
% Chaiiae -40.9% -137.2% 802.0% 173.2% 71.0% 35.3% 23.9% 18.8% 16.8%..

Source: Credn Lyonnaos secunlles esllmates
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Exhibit 58: AOL Canada Margin Analysis -
Gross Margin 35.0% 38.0% 41.0% 43.0% 44.5% 46.0% 47.3% 48.5% 49.5% 50.5%

Operating Costs as a % of Revenues
Sales and Marketing 20.6% 19.1% 18.1% 17.1% 13.4% 11.6% 11.0% 10.8% 10.8% 10.9%
Product Development 10.5% 8.0% 6.5% 5.0% 4.0% 3.3% 2.8% 2.3% 1.8% 1.3%
General and Administrative 15.0% 11.2% 7.9% 5.6% 4.4% 3.8% 3.5% 3.4% 3.3% 3.3%

Total 46.1% 38.3% 32.5% 27.7% 21.8% 18.7% 17.3% 16.5% 15.9% 15.4%

EBITDA MarQin -11.1% -0.3% 8.5% 15.3% 22.7% 27.3% 30.0% 32.0% 33.6'4 35.1%

Source: Credit Lyonna,s securities esltmales

Exhibit 59: AOL Canada Cash Flow Projections

Pretax Income (17.9) (10.6) 3.9 35.5 97.1 165.9 224.5 278.0 3303 385.8
OepreclatiOn and Amortization 5.9 10.7 16.3 22.1 27.0 29.2 30.2 31.3 32.3 33.0
After-Tax Cash Flow (12.0) 0.1 20.2 57.8 124.1 195.2 254.7 30.... 362.6 418.8

Capital Spending (22.5\ (28.1\ (33.8\ (38.8) 135.0\ 130.0\ (30.0\ (30.0) (30.0) 130.0
F.... CashFI_ (34.5) (28.0) (13.5) 18.8 81.1 185.2 224.7 279.4 332.6 388.8

Net Debt:
Beginning 0.0 25.5 (2.6) (16.1) 2.7 91.8 257.0 481.6 761.0 1,093.5
Ending (34.5) (2.6) (16.1) 2.7 91.8 257.0 461.6 761.0 1,093.5 1,482.3
Aver_ f17.31 11.4 19.31 16.71 47.3 174,4 369.3 621.3 927.3 1,287.9

Source: Credit Lyonnais securities estimales

Exhllllt &0: AOL Canada Depreciation SChedule

Beginning PP&E 7.0 28.1 50.6 74.2 98.2 113.6 120.8 126.7 131.3 135.1
capil8l Spending 22.5 28.1 33.8 38.8 35.0 30.0 30.0 30.0 30.0 30.0
Acquired PP&E

15.9\ (10.n (16.3\ (22.1) (27.0) (29.2\ (30.2\ (31.3) (32.3) (33.0DeorecilItion

Source: Credit Lyonnais securities estimates
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Exhibit 61: AOL Canada DCF Valuation
;·,all' ,-

Free Cash Flow (34.5) (280) (13,5) 18,8 89,1 165,2 224,7 279.4 332.6 388.8
Add: After-Tax Interest (O if Average Net Cash Position) 1.4 0.0 0.7 0,5 0.0 0,0 0,0 0,0 0,0 0.0
Free Cash Flow to Firm (FCFF) (33.2) (28.0) (12.8) 19,4 89.1 165.2 224.7 279.4 332,6 388.8

% Change 360,2% 85.4% 36,0% 24.4% 19.0% 16,9%

Assumptions:
Terminal Growth Rale 11,5%
WACC 14,1%
Terminal 38,5.

Years to Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8

0 1 2 3 4 5 6 7
0 1 2 3 4 5 6

0 1 2 3 4 5
0 1 2 3 4

0 1 2 3
0 1 2

0 1
0

Present Value of FCFF (33,2) (24.8) (9,8) 13.1 52,7 85,8 102.3 111,6 116,6 119,6
(28.0) (11.2) 14.9 60,1 97,8 118,7 127.3 132,9 136,3

(12.8) 17.0 68,5 111.5 133.0 145.1 151.5 155.4
19.4 78,1 127,1 151.6 165.4 172.7 ln.l

89,1 144,9 172,9 168.6 196.9 201.9
165.2 197.1 215.0 224,5 230,2

224,7 245.1 255,9 262,4
279.4 291.7 299,2

332,6 341.0
368.8

Sum of PNsent Value or FCFF Slream 534.1 ~.7 769.2 891,5 994,2 1,031.8 988,0 670.2 673.6 368,8
Present Value of Tenninal Value 5,039.8 5,745.3 6,549.7 7,466,6 8,511.9 9,703.6 11,062.1 12,610.6 14,376.3 16,389.0
Ending Nat Cash (Debt) 134.5\ 12.61 116.11 2.7 91.8 257.0 481.6 761.0 1,093.5 1,482.3
NelP_Value 5,538.3 "_.5 7,382.' 1,3410.' 1,517.' 10,112.4 12,531.' 14,242.0 1',143.5 11,210.1

% CI1arme 15.3% 14.3% 14.5% 14.8% 14.5% 14.0% 13.6% 13.4% 13.1%

Source: Credit Lyonnais securities estimates

Europe

Growth of the Internet in Europe has been relatively uneven thus far due to cultural,
regulatory, and economic differences among its countries, The most highly penetrated
European markets thus far are located in the western and northern areas of the continent.
\XTe attribute this to: (1) a more competitive telecommunications environment, allowing for
lower access; (2) wealth distribution skewed to the north and west; and (3) generally earlier
acceptance of technology in the north. For example, according to the Computer Industry
Almanac, Sweden is the most highly penetrated country in the world, \\;th an estimated
43.3';0 of the country's population online in 1999.

Most of the available literature puts the stage of development of the Internet in Europe 2-3
years behind that in the U.S. Most projections call for growth in European Internet usage,
advertising and e-commerce to outpace that in the U.s. over the next five years, due
primarily to continued communications cost decreases, greater access to capital (both
venture capital and public equity activity has picked up dramatically over the past year) and
the proliferation of access devices, PC prices in several European markets are below those
in the U.s., and wireless access and interactive lV-based Internet access have already gained

momentum in Europe.

We present our AOL Europe projections below. Due mostly to domestic competitors
which are aligned with telephony carriers, AOL has not yet been able to attain a dominant
position in Europe. For example, AOL UK was overtaken as the leading British ISP by
FreeServe only four months after launch of its free service, While AOL has countered with
a value brand in Netscape, the FreeServe example shows how tenuous the competitive
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landscape is in Europe. In its largest European market, AOL is currently significantly
behind the T-Online service of Deutsche Telekom (over 3 million subscribers for T-Online
versus just over 1 million for AOL Germany).

Exhibit 62: AOL Europe Subscriber Projections
_Ill' ,-

Year-end Subscribers
Germany 0.953 1.353 1.853 2.553 3.253 3.753 4.153 4.453 4.753 S.053
UK

AOL 0.795 1.195 1.695 2.095 2.445 2.745 3.045 3.295 3.545 3.79S
Nelscape 0.000 0.350 0.700 1.050 1.400 1.750 2.100 2.450 2.800 3150

France 0.465 0.865 1.265 1.865 2.015 2.315 2.615 2.865 3.115 3.365
Other Europe Territorias 0.150 0.300 0.700 1.300 1.900 2.440 2.926 3.363 3.757 4.111
CompuSarve (Europe Only) 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341 1.365

Total AOL Europe Subscribers 3.188 4.988 7.228 9.759 12.181 14.230 16.112 17.737 19.311 20.839

Proportionate Subscribers
Germany 0.857 1.217 1.667 2.297 2.927 3.377 3.737 4.007 4.277 4.547
UK

AOL 0.795 1.195 1.695 2.095 2.445 2.745 3.045 3.295 3.545 3.795
Nelscape 0.000 0.350 0.700 1.050 1.400 1.750 2.100 2.450 2.800 3.150

France 0209 0.389 0.569 0.749 0.907 1.042 1.177 1.289 1.402 1.514
Other Europe Tarritorias 0.150 0.300 0.700 1.300 1.900 2.440 2.926 3.363 3.757 4.111
CornpuSetw (Europe Only) 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341 1.365

Total AOL Europe Sublcribers 2.Al 4.~77 11,;141 ..- lU.1411 12.:1111 14.259 1~.71e 17.122 18.483

Source: Credit Lyonnais Securities estimates

Credit Lyonnals Securities February 28. 2000 77



America Online Inc. I Time Warner Inc.

Exhibit 63: AOL Europe Proportionate Projection Summary
'&U,: ,':aIU"lI!" ._.

Revenues:
UK 207.5 334.8 535.8 782.1 1.046.6 1.311.3 1.605.9 1,953.3 2,358.8 2.857.9
Germany (90%) 222.4 306.9 423.6 546.9 702.8 865.7 1.020.0 1.186.0 1.379.4 1.616.6
France (45%. includes CompuServe France) 32.0 62.0 100.9 140.4 180.0 216.5 251.9 290.3 330.6 3804
Other Europe 46.3 89.0 199.3 401.3 647.6 885.8 1.110.2 1.339.0 1,570.8 1.817.6
Compu5erve Europe 229.9 281.2 325.0 363.8 3907 413.4 434.0 456.8 472.0 491.4

Total Consolidated AOL Europe Revenues 738.1 1,073.9 1,584.6 2,234.6 2,967.7 3,692.6 4,422.0 5,225.5 6,111.6 7,163.9
% Change 45.5% 47.6% 41.0% 32.8% 24.4% 19.8% 18.2% 17.0% 17.2%

EBITDA:
UK (74) (3.8) 28.4 86.1 165.9 262.2 381.1 522.4 700.7 9336
Germany (90%) 9.8 14.0 41.7 72.2 118.4 175.5 236.1 309.5 397.6 5098
France (45%, includes CompuServe France) (2.8) (0.0) 6.4 16.3 28.7 41.2 55.2 72.3 90.3 113.6
Other Europe (4.0) (2.4) 8.7 37.4 82.0 129.7 183.0 246.0 317.7 401.3
Compu5erve Europe 9.7 29.1 44.6 61.3 75.3 90.6 102,1 115.3 126,0 139.0

Total Consolidated AOL Europe EBlTOA 5.3 36.9 129.9 273.3 470.3 699.2 957.6 1,265.6 1,632.4 2,097.3
% Margin 0.7% 3.4% 8.2% 12,2% 15.8% 18.9% 21.7% 24.2% 26.7% 29.3%
% Change 594.4% 251.5% 110.4% 72.1% 48.7% 37.0% 32.2% 29.0% 28.5%

Operating Income:
UK (43.6) (42.2) (17.3) 32.0 103.7 194,4 308.9 446,7 622.1 852.8
Germany (90%) (27.0) (27.4) (7.5) 17.8 62.0 116.9 175.7 247.7 334.7 446.0
France (45%. includes CompuServe France) (4.9) (3.2) 1,0 9.1 21.0 32.9 46.4 63.1 80.8 103.8
Other Europe (20.7) (18.2) (8,6) 17,4 61.8 109.0 161.8 224.5 295.9 379.3
CompuServe Europe 17.61 6.4 18,1 33.2 47.2 61,9 72.9 85.7 96.0 108.8

Total Consol_ AOL Europe Operotlng Income (103.1) (84.6) (14,2) 101.5 295.7 515.1 765.8 1,067.6 1,429.6 1,810.6
% Margin -14.1% -7.9% -0.9% 4.9% 10,0% 13.9% 17.3% 20,4% 23.4% 26.4%
% Change -18.5% -a3.2% -868.9% 170.1% 74.2% 48.7% 39.4% 33.9% 32.2%

Net Income:
UK (46.2) (47.8) (27.1) 20.3 95.3 196.0 323.2 481.0 685.7 957.7
Germany (90%) (28.0) (31.0) (13.1) 12.4 60.4 121.0 188.3 272.6 376.7 511,1
France (46%, includes CompuServe France) (5.2) (4,3) (0.8) 7,3 20.1 33.7 49.2 68.9 90.6 118.8
Other Europe (21.2) (19.9) (11.8) 14.1 61.6 113.3 173.4 246.7 332,7 4354
CompuServe Europe '(8.81 3.7 15.4 32,3 48,7 664 81.3 98,8 114.6 133,8

Total ConeoI_ AOL Europe Net Income (101.4) (91.2) (37.3) 81.4 286.2 530.3 615.4 1,167,9 1,600,4 2,156.8
% Margin -14.7% -9.2% -2.4% 3.9% 9.6% 14.4% 18.4% 22.3% 26.2% 30.1%
% Change -8,5% -624% -331.5% 231,3% 85.3% 53.8% 43.2% 37.0% 34.8%

Free Cash Flow:
UK (40,1) (59.6) (45,7) (0.5) 82.5 188.7 320.4 481.7 689.3 963.6
Germany (90%) (25,9) (36.8) (15,6) 21.8 71.8 134.6 203.7 289.4 394.6 529.9
France (46%, includes CompuServe France) (7.9) (10,4) (7,4) 5,5 18.8 33,0 49.0 69.1 91.1 119,6
Other Europe (12.9) (17.4) (18,3) 14.9 62.7 114.9 175.5 249.1 335.4 438.3
CompuServe Europe {28,8\ {40,9\ {17.3\ 24,2 79.7 149.5 226,3 321.5 438,5 588.8

Tot.1 Consolidated AOL Europe Free C.... Flow (115,7) (165.2) (104.4) 65.9 315,5 620.7 974.9 1,410.8 1.948.0 2,640.2

NPV:
UK 10,024.2 11,417,6 13,045.9 14.933.1 17,113.9 19.603.9 22.436.1 25,631.3 29,230.0 33.273.6
Germany (90%) 5,536,4 6,306.7 7,220.8 8,275.8 9.483.1 10.859.5 12.409.1 14.154.1 16,110.4 18.300.7
France (46%. indudes CompuServe France) 1,441.9 1,643.2 1,879.0 2,157.6 2472.9 2,829.9 3,233.1 3,687.7 4,195.4 4,764.8
Other Europe 5,744.7 6,547.3 7,467.8 8,552.3 9,798.3 11.206.9 12,800.2 14,596.6 16,611.9 18.867.1
Compu5erve Europe 1.182.6 1.348.5 1,560.2 1.803.9 2,068.4 2,364.1 2.687.2 3,044.8 3,435.0 3,885.2

Tot.1 ProportiOnate AOL Europe NPV 23,9011.8 27,283.3 31,173.7 38,722.6 40.934.6 46.884.3 53.565.7 61.114.5 69,582.8 79,071.3

AOL's 50% 11,954.9 13,631.7 15,588.8 17,881.3 20,467.3 23,432.1 26,782.9 30,557.2 34,791.4 39,535.6

Source: Credit Lyonnais Securities estimates
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AOLGermany

Exhllt.t 64: AOL Germany SUbscription Revenue Projections

Subscription Revenues:
Subscribers (millions):

Beginning 0.678 0.953 1.353 1.853 2.553 3253 3.753 4.153 4.453 4753
Additions 0.275 0.400 0.500 0.700 0.700 0.500 0.400 0300 0.300 0.300
Ending 0.953 1.353 1.853 2.553 3.253 3.753 4.153 4.453 4.753 5.053
Average 0.815 1.153 1.603 2.203 2.903 3.503 3.953 4.303 4.603 4.903

x Average Monlhly Subscription Rate 55.13 55.00 54.85 54.66 54.42 54.11 $3.78 $3.41 53.07 52.76

% Change -2.5% -3.0% -4.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0%

Total AOL Subsaiption Revenues 50.2 69.2 93.3 123.1 154.1 172.9 179.5 175.9 169.3 162.3

% Change 37.8% 34.9% 31.9% 25.2% 12.2% 3.8% -2.0% -3.7% -4.1%

Access Surcharge:
Average Subscribers 0.815 1.153 1.603 2.203 2.903 3.503 3.953 4.303 4.603 4.903

Average Deily Comections 0.8 0.9 1.0 1.0 1.1 1.1 1.2 1.2 1.3 13

Average Monlhly COnnections per Average Subscriber 24.0 27.0 28.5 30.0 31.5 33.0 34.5 36.0 37.5 39.0

x 12 =Amual Subscriber Connections (mm) 288.0 324.0 342.0 360.0 378.0 396.0 414.0 432.0 450.0 468.0

x Average Monlhly Subscription Rate 50.00 50.03 SO.03 50.03 50.03 50.02 50.02 50.02 50.02 $0.02

%CMnge -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0%

Total AOL Access Revenues 0.0 116.6 117.0 117.0 116.7 116.1 115.3 114.3 113.1 111.8

% Change 0.3% 0.0% -1>.2% -1>.5% -1>.7% -1>.9% -1.0% -1.2%

CarrierF...:
Old Plan
Usage:

Average Monthly Comeetions per Average Subscriber 24.0
x A..... Duration of Connection (MInutes) 15.0
=A-.ge usage per Sub_ Per MonIh 360.0
x A..... MonlhIy Subscription Relll Per Hour (-3% per Yr) 52.56

x 12 =Annual CaRier F_ 184.7

NewPlIIn
Usage:

Average MonIhIy Comeetions per Average Subscriber 27.0 28.5 30.0 31.5 33.0 34.5 36.0 37.5 39.0

x A..... Duration of Connection (MInutes) 18_0 27.0 31.1 34.2 37.6 39.4 41.4 43.5 45.7

= Average Us. per Subscriber Per MonIh 486.0 769.5 931.5 1,075.9 1,239.8 1,361.0 1,491.2 1,631.0 1,781.0

x Av.... Monthly Subscription RaIlI Per MInute (-3% per Yr) 50.02 50.02 50.02 $0.02 $0.02 $0.02 $0.01 $0.01 50.01

x 12 =Annual Carrier F_ 116.6 175.4 201.8 221.4 242.4 252.7 263.1 273.4 283.6

% Change -36.8% 50.4% 15.0% 9.7% 9.5% 4.3% 4.1% 3.9% 3.7%

Total AOL Genn_ SUbKrfptlon__ 234.8 302.4 315.7 441.8 482.1 531.4 547.• 553.3 555.8 557_7

%Ch... 28.8% 27.5% 14.5% 11.4% 8.0% 3.0% 1.0% 0.5% 0.3%

E~i~::.:'at Monthly Fee
524.01 S21.87 520.06 $16.72 $14.13 512.64 $11.54 510.72 510.06 $9.48

-8.9% -8.3% -16.7% -15.5% -10.5% -8.7% -7.2% -6.1% -5.80/.

Source: Credit Lyonnais securities estimates
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Exhibit 65: AOL Germany Advertising and E-Commerce Revenue Projections

-II" .-
Advertising and E-Commerce Fees:

Advertising:
Average Subscribers 0.815 1.153 1.603 2.203 2.903 3.503 3.953 4.303 4603 4903

x Average Monthly User Sessions per Average Subscriber 24.0 27.0 28.5 30.0 31.5 33.0 34.5 36.0 37.5 39.0
x Average Page Views per Session 12.0 12.6 13.2 13.9 14.6 15.2 158 16.4 171 17.7
• 12 =Total Page Views in AOUCompuServe Subscnption Areas 2,816.6 4,705.0 7,250.8 11,014.6 16,003.0 21,040.0 25,815.3 30.4960 35,340.9 40.716.3

Non-SUbscription Areas
Aggregate Average Monthly Unique Visitors 1.0 1.1 1.2 1.3 1.4 1.4 1.5 16 1.7 1.8
)( Average Monthty User Sessions per Unique Visitor 3.5 3.7 3.9 4.2 4.4 4.6 4.8 51 5.3 56
x Average Page Views per Session 7.0 7.6 7.9 8.3 8.8 9.1 9.5 9.8 10.2 10.6
x 12 =Total Page Views in Non-Subscriber Areas 294.0 360.1 428.7 525.1 625.2 723.7 837.7 960.5 1,101.3 1,262.8

Total AOL Page Views 3,110.6 5,065.0 7,679.5 11,539.6 16,628.2 21,763.7 26,653.0 31,456.5 36,442.2 41.979.1

• Advertising Revenues Per Page View (+ 10% Yr) 56.50 $8.45 510.56 512.68 514.58 516.03 517.32 518.70 520.20 $21.81
Total Advertising R.ven.... 20.2 42.' .1.1 148.3 242.4 349.0 481.5 588.3 736.1 915.7

% Change 111.7% 89.5% 80.3% 65.7% 44.0% 32.3% 27.5% 25.1% 24.4%

E-Commerce Fees:
Commerce SHe Page Views-% cI Total An....al Page Views 0.2% 0.2% 0.3% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%
Page Views on Commerce SHes 4.7 10.1 19.2 34.6 58.2 87.1 119.9 157.3 200.4 251.9
• Take Rate (%) Weighted by Quantity PurchllSed per Purchas. 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 26.5%
=Total E-Commerce Purchases 0.9 2.1 4.1 7.8 13.7 21.3 30.6 41.7 55.1 71.8

• Average Purchase/Download Priea 525.00 526.00 526.78 527.58 $28.41 529.26 530.14 531.05 $31.98 532.94
=T_ E-Commerce Purchases (5 mllions) 23.3 54.0 110.5 214.9 388.6 624.1 921.8 1,294.0 1,762.5 2,364.3
• AOl Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
=AOL E.commarca F_ 2.3 5.4 11.1 21.5 31.9 82.4 92.2 129.4 178.3 236.4

% Change 131.4% 104.7% 94.4% 80.9% 60.6% 47.7% 40.4% 36.2% 34.1%

Total AdvertIsing and E.comman:a F_ 22.' 48.2 92.2 117.' 281.2 411.4 553.7 717.7 912.3 1.152.2
% Chanae 113.7% 91.2% 82.0% 67.7% 46.3% 34.6% 29.6% 27.1% 26.3%

Source: Credit Lyonnais Securities estimates

Exhllllt 66: AOL Germany Income Stat.....ent Projections

Source. Credit Lyonnals securities estimates

Revenues:
SubsCI1plion 234.8 302.4 385.7 441.8 492.1 531.4 547.6 553.3 555.8 5~.7

A~n9, E-Commerce Fees and Other Revenues
Advertising 20.2 42.8 81.1 146.3 242.4 349.0 461.5 588.3 736.1 915.7
E-Commerce 2.3 5.4 11.1 21.5 38.9 62.4 92.2 129.4 176.3 236.4

Total Advertisin9 and E-Commerce Fees 22.6 46.2 92.2 167.8 281.2 411.4 553.7 717.7 912.3 1,152.2
Total Con.olidated AOt. Garmany Raven.... 257.4 350.' 477.8 609.5 773.4 942.7 1,101.3 1,270.9 1,468,1 1,709.8

% Change 36.2% 36.3% 27.6% 26.9% 21.9% 16.8% 15.4% 15.5% 16.5%

Costs of Revenues 1154.4) (205.1) 1272.4) 1338.3) 1417.61 (494.91 /567.21 (641.8) 1726.7) (829.3
Gross Prof~ 103.0 145.5 205.5 271.2 355.7 447.8 534.1 629.1 741.4 880.6

% Margin 40.0% 41.5% 43.0% 44.5% 46.0% 47.5% 48.5% 49.5% 50.5% 51.5%
% Change 41.3% 41.2% 32.0% 31.2% 25.9% 19.3% 17.8% 17.8% 18.8%

Other Operating Costs:
Sales and Marketing (36.7) (59.6) (76.3) (96.5) (117.0) (134.1) (143.7) (148.7) (154.2) (159.4)

Sales and Marketing per Average Analog Subscriber ($45.00) ($51.75) ($47.61) ($43.80) ($40.30) ($38.28) ($36.37) (534.55) ($33.51) ($32.51)

Product Development (29.6) (36.8) (45.4) (53.3) (61.9) (70.7) (n.l) (82.6) (88.1) (940)
General and Administrative /25.71 (33.51 (37.5) (41.21 (45.3) (48.1) (SO.9) (54.0) (572) (607

Total 92.0 129.9 159.2 191.0 /224.2 252.9 271.8 285.3 299.6 314.1
EBITDA 10.' 15.8 48.3 80,2 131.' 194.9 262.3 343.8 441.8 588.5

% Margin 4.3% 4.4% 9.7% 13.2% 17.0% 20.7% 23.8% 27.1% 30.1% 33.1%
% Change 42.5% 197.0% 73.2% 64.0% 48.2% 34.6% 31.1% 28.5% 28.2%

Depreciation and Amortization 140.9\ 146.1\ 154.8) 160.4\ 162.6) /65.1) 167.1\ 168.7\ 169.9\ 170.9
Opel'ltlng Income (30.0) (30.5) (8.3) 19.8 88.' 129.8 195.3 275.2 371.9 495.5

% Margin -11.6% -8.7% -1.7% 3.2% 8.9% 13.8% 17.7% 21.7% 25.3% 29.0%

% Change 1.7% -72.7% -338.0% 248.8% 88.3% SO.4% 40.9% 35.1% 33.2%

Net Interest Expense 11.21 13.9\ /6.3\ 16.0) 11.81 4.6 14.0 27.7 46.7 72.4
Pretax Incom. (31.1) (3U) (14.6) 13.' 87.1 13U 201.2 302.9 418.6 587.9

% Margin -12.1% -9.8% -3.1% 2.3% 8.7% 14.3% 19.0% 23.8% 28.5% 33.2%
% Chailoe 10.6% -57.6% -194.5% 387.4% 100.3% 55.6% 44.7% 38.2% 35.7%

..
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Exhibit 67: AOL Germany Margin Analysis

Gross Margin 400% 41.5% 43.0% 44.5% 460% 47.5% 48.5% 49.5% 50.5% 515%

Operating Costs as a % of Revenues
Sales and Marketing 14.2% 17.0% 16.0% 15.8% 15.1% 14.2% 13.1% 11.7% 10.5% 9.3%
Product Development 11.5% 10.5% 9.5% 8.8% 8.0% 7.5% 7.0% 6.5% 60% 5.5%
General and Administrative 10.0% 9.5% 7.8% 6.8% 5.9% 5.1% 4.6% 4.2% 3.9% 3.5%

Total 35.7% 37.1% 33.3% 31.3% 29.0% 26.8% 24.7% 22.4% 20.4% 18.4%

EBITOA Marain 4.3"10 4.4% 9.7% 13.2% 17.0% 20.7% 23.8% 27.1% 30.1 04 33.1%

Source: Credit Lyonnais Securities estimates

Exhlltlt 68: AOL Germany Cash Flow Projections

Pretax Income (31.1) (34.4) (14.6) 13.8 67.1 134.4 209.2 302.9 418.6 567.9
Depreciation and Amortization 40.9 46.1 54.6 60.4 62.6 65.1 67.1 68.7 69.9 70.9
After·Tu Cash Flow 9.8 11.7 40.0 74.2 129.7 199.5 276.3 371.5 488.5 638.8

Capital Spending (38.6) (52.6) (57.3) (50.0) (50.0) (50.0) (SO.O) (SO.O) (SO.O) (SO.O
Free Cash Flow (28.8) (40.9) (17.3) 24.2 79.7 149.5 226.3 321.5 438.5 588.8

Net Debt:
Beginning 0.0 (28.8) (69.8) (87.1) (62.9) 16.9 166.4 392.7 714.2 1,152.7
Ending (28.8) (69.8) (87.1) (62.9) 16.9 166.4 392.7 714.2 1,152.7 1,741.6
Ave_ (14.4) (49.3) (78.4) (75.0) (23.0) 91.6 279.6 553.5 933.5 1,447.1

Source: Credn Lyonnais 5ecumies estimates

Exhll* 8st: AOL oermeny Depreelellon Schedul.

Beginning PP&E 125.0 138.6 163.5 188.1 200.5 210.4 218.3 224.7 229.7 233.8
Capnal Spending 38.6 52.6 57.3 50.0 50.0 SO.O 50.0 SO.O SO.O 50.0
Acquired PP&E

(40.9) (60.4) (62.6) (67.1) (68.7) (69.9)Depreciation (46.1) (54.6) (65.1) (70.9

Source: CredIt Lyonnals Securities estImates
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Exhibit 70: AOL Germany DCF Valuation

Free Cash Flow (28.8) (40.9) (17.3) 24.2 797 149.5 226.3 321.5 438.5 588.8
Add After·Tax Interest (0 if Net Cash) 1.2 3.9 6.3 6.0 1.8 0.0 00 0.0 0.0 00
Free Cash Flow to Firm (FCFFI (27.7) (37.0) (11.01 30.2 81.6 149.5 226.3 321.5 438.5 588.8

% Change 33.7% ·70.2% ·373.8% 170.0% 833% 51.4% 42.1% 36.4% 34.3%

Assumptions:
Terminal Growth Rate 11.0%
WACC 14.6%
Terminal Multiple 27.8x

Years to Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8

0 1 2 3 4 5 6 7
0 1 2 3 4 5 6

0 1 2 3 4 5
0 1 2 3 4

0 1 2 3
0 1 2

0 1
0

Present Value of FCFF (27.7) (32.5) (8.5) 20.4 48.3 77.7 103.1 128.5 153.7 181.1
(37.0) (9.7) 23.2 55.1 88.5 117.5 146.5 175.2 206.4

(11.0) 26.5 62.8 100.9 134.0 167.0 199.8 235.3
30.2 71.5 115.1 152.8 190.4 227.7 268.3

81.6 131.2 174.1 217.0 259.6 305.8
149.5 198.5 247.4 296.0 348.6

226.3 282.0 337.4 397.4
321.5 384.6 453.1

438.5 516.5
588.8

Sum of Present Value or FCFF Stream 644.1 765.8 915.2 1,055.9 1,169.3 1,240.1 1,243.2 1,159.2 955.0 588.8

Present Value of Terminal Value 5,538.3 6,311.4 7,195.0 8,202.2 9,350.6 10,659.6 12,152.0 13,853.3 15,792.7 18,003.7

Ending Net Cash (Debt) (28.8\ (69.8\ 187.1\ 162.9\ 16.9 166.4 392.7 714.2 1152.7 1,741.6

Net P_nt Velue 6,15U 7.007... 8,023.1 9,195.3 10.536.8 12,lIfII.1 13,787.9 15,726.8 17,100.5 20,334.1

% Chance 13.9% 14.5% 14.6% 14.6% 14.5% 14.3% 14.1% 13.8% 13.6%

Source: Credit Lyonnais securities estimates
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Exhibit 71: AOL UK Subscription Revenue Projections - ,.- '_VI

Subscription Revenues:
Subscribers (miIHons):

Beginning 0510 0.795 1195 1695 2.095 2.445 2.745 3.045 3.295 3.545
Additions 0.285 0.400 0.500 0.400 0.350 0.300 0.300 0.250 0.250 0.250
Ending 0.795 1.195 1.695 2.095 2.445 2.745 3.045 3.295 3.545 3.795
Average 0.653 0.995 1.445 1.895 2.270 2.595 2.895 3.170 3.420 3.670

Subscription Packages:
1) Standard Pricing

Monthly Fee $16.50 516.50 515.84 $15.05 $14.30 513.29 512.23 511.25 510.13 59.11
% Change -4.0% -5.0% -5.0% -7.0% -8.0% -8.0% -10.0% -10.0%

Annual Rate 5165.00 $165.00 $158.40 $150.48 $142.96 5132.95 5122.31 $112.53 $101.28 591.15

Subscriber Weigh1in9
Monthly 90.0% 90.0% 89.0% 88.0% 87.0% 86.0% 85.0% 84.0% 83.0% 82.0%
Amual 10.0% 10.0% 11.0% 12.0% 13.0% 14.0% 15.0% 16.0% 17.0% 18.0%

Weighted Ayerage Option 1 Monthly Price $16.23 $16.23 $15.55 $14.75 $13.99 $12.98 $11.93 $10.95 $9.84 58.84

2) Ughl-User Pricing
Hourly Rate for 1st 3 Hours $8.17 $7.76 $7.29 $6.78 $6.31 $5.74 $5.17 $4.65 $4.18
Cost P.... Additional Hour $3.88 $3.64 53.43 53.22 $3.03 52.85 52.67 52.51 52.36

Average Usage 3.713 3.750 3.787 3.825 3.883 3.902 3.941 3.980 4.020
Expected Monthly Rate 510.93 $10.49 $9.99 $9.44 $8.92 $8.31 57.68 $7.11 $6.60

User Mix
S1andard 100.0% SO.O% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%
Light-User 0.0% 20.0% 19.0% 18.0% 17.0% 16.0% 15.0% 14.0% 13.0% 12.0%

Weighted Average Subscription Rate $16.23 $15.17 $14.59 $13.89 $13.21 $12.33 $11.38 $10.50 $9.49 $8.57
43.5% -3.8% -4.8% -4.9% 43.6% -7.7% -7.8% -9.6% -9.6%

Total AOI. Subscription Revenues 127.0 181.1 253.0 315.9 359.9 384.1 395.4 399.2 389.3 3n.5
% Change 42.5% 39.7% 24.9% 13.9% 6.7% 3.0% 1.0% -2.5% -3.0%

Cam.... Fees:
Usage;

Ayerage Subecribers 0.653 0.995 1.445 1.895 2.270 2.595 2.895 3.170 3.420 3.670

% Taking S1andartl Pricing Plan 100.0% SO.O% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%

Subscribers on Standard Pricing Plan 0.653 0.796 1.170 1.554 1.884 2.1SO 2.481 2.726 2.975 3.230

Average Daily Connections 0.8 0.9 1.0 1.0 1.1 1.1 1.2 1.2 1.3 1.3
Ay.... Monthly Connections per Ayerage Subscriber 24.0 27.0 28.5 30.0 31.5 33.0 34.5 36.0 37.5 39.0

x Average Duration of Connection (Mi....tes) 13.8 16.5 18.2 19.6 20.6 21.6 22.7 23.8 25.0 26.3

= A-..ge Usage per Subscriber Per Month 330.0 445.5 517.3 568.1 648.3 713.2 782.9 857.7 938.2 1.024.5

x Ayerage Monthly Subscription Rate Per Minute (-5% per Vr) $0.02 $0.02 $0.02 $0.01 $0.01 $0.01 $O.Q1 $0.01 $0.01 $0.01

x 12 = An....al Canier Fees 51.2 70.2 113.9 163.3 207.4 245.4 282.9 319.3 354.5 390.8

% Change 37.2% 62.2% 43.4% 27.0% 18.4% 15.2% 12.9% 11.0% 10.2%

Total ACl UK Subscription Revonu. 178.2 251.3 368.8 479.2 567.3 829.5 678.3 718.5 743.8 788.3

% Change 41.0% 46.0% 30.6% 18.4% 11.0% 7.7% 5.9% 3.5% 3.3%

Netscape Onrtne:
Subscribars (m~lions);

Beginning 0.000 0.500 0.850 1.200 1.550 1.900 2.250 2.600 2.950 3.300

Additions 0.500 0.350 0.350 0.350 0.350 0.350 0.350 0.350 0.350 0.350

Ending 0.500 0.850 1.200 1.550 1.900 2.250 2.600 2.950 3.300 3.650

Average 0.250 0.675 1.025 1.375 1.725 2.075 2.425 2.775 3.125 3.475

Equlyalent Flat Monthly Fee $22.76 521.05 $21.16 $21.07 52M3 $20.22 $19.52 518.89 $18.12 $17.44

%C_ -7.5% 0.5% -0.4% -1.2% -2.9% -3.4% -3.3% -4.1% -3.7'l'.

Source: Creditlyonnais securities estimates
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Exhibit 72: AOL UK Advertising and E·Commerce Revenue Projections
;,'1"

Advenlsing and E·Commerce Fees:
Adverti""9:

Average Subscribers 0.903 1.670 2.470 3270 3.995 4.670 5.320 5.945 6.545 7.145
x Average Monthly User Sessions per Average Subscriber 24.0 27.0 28.5 30.0 31.5 33.0 345 36.0 37.5 39.0
x Average Page Views per Session 15.0 158 16.5 17.4 18.2 19.0 19.7 20.5 21.3 22.2
x 12 = Total Page Views in AOL Subscnption Areas 3.898.8 8.522.0 13.969.9 20.4413 27.533.2 35.086.6 43.433.7 52.672.5 62.8209 74.176.0

Non-Subscription Areas
Aggregate Average Monthly Unique Visitors 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
x Average Monthly Us", Sessions per Unique Visitor 3.0 3.2 3.3 3.6 3.8 3.9 4.1 4.3 4.6 4.8
x Average Page Views per Session 7.5 8.1 8.5 8.9 9.4 9.8 10.1 10.5 11.0 11.4
x 12 = Total Page Views in Non-Subscnber Areas 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0

Total AOL Page Views 3.896.8 8.522.0 13.969.9 20.441.3 27.533.2 35.086.6 43.433.7 52,672.5 62,820.9 74.176.0

x Ad\Iertislng Revenues Per Page View (+10% Yr) 57.50 59.00 510.80 512.96 514.90 516.39 517.71 519.12 520.65 522.30
Total Advertising Revenues 29.2 76.7 150.9 264.9 410.4 574.9 769.0 1.007.2 1.297.4 1.654.5

% Chenge 162.3% 96.7% 75.6% 54.9% 40.1% 33.8% 31.0% 28.8% 27.5%

E·Commerce Fees:
Commerce S"e Page Views-% of Total Amual Page Views 0.0% 0.2% 0.2% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%
Page Views on Commerce Sites 0.2 12.8 31.4 61.3 103.2 149.0 206.3 276.5 361.2 463.6
x Toke Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
= Tolal E·Commerce Purchases 0.0 2.6 6.8 13.8 24.3 36.5 52.8 73.3 99.3 132.1

x Average PurchaseiDownload Price 525.00 $26.00 528.78 527.58 528.41 529.26 530.14 531.05 531.98 532.94
= Tolal E-Commerce Purchases (5 millions) 1.0 68.1 181.0 380.6 689.4 1.068.5 1.585.7 2.275.0 3,176.4 4.351.7
x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
=AOL E-Commen:e F_ 0.1 6.1 18.1 38.1 68.1 108.1 15a.e 227.5 317.6 435.2

% Chenge 6890.2% 185.6% 110.3% 81.1% 55.0% 48.4% 43.5% 39.6% 37.0%

Total Adwrtlltng ond E-Commlrce F..I 29.3 13.5 181.0 303.0 479.3 811.7 927.6 1.234.7 1.615.0 2,019.6
% ChInas 164.6% 102.3% 79.3% 58.2% 42.2% 36.1% 33.1% 30.8% 29.4%

Source: Credit Lyonnais 5ecunbes estimates

Exhillit 73: AOL UK Income Statement Projections

Revenues:
Subscription 176.2 251.3 366.8 479.2 567.3 629.5 678.3 718.5 743.8 766.3
Advertising, E-Commerce Fees and Other Revenues

Advertising 29.2 76.7 150.9 264.9 410.4 574.9 769.0 1,007.2 1,297.4 1.654.5
E-Commerce 0.1 6.6 16.1 38.1 68.9 106.6 158.6 227.5 317.6 435.2

Total Advertising and E-Commerce Fees 29.3 83.5 169.0 303.0 479.3 681.7 927.6 1.234.7 1.615.0 2.089.6
Total Conlolldatod AOL UK Revenuel 207.5 334.8 535.8 782.1 1,0....8 1.311.3 1,805.9 1,953.3 2,358.8 2,857.9

% Change 61.3% 60.0% 46.0% 33.6% 25.3% 22.5% 21.6% 20.8% 21.2%

Costs of Revenues (128.71 (200.91 1310.81 1438.0) (565.2) (661.9) 1607.0> (962.0) (1.138.1) (1,350.3
Gross Profit 78.9 133.9 225.0 344.1 481.4 629.4 796.9 991.3 1.220.7 1.507.5

% Margjn 38.0% 40.0% 42.0% 44.0% 46.0% 46.0% 49.6% 50.8% 51.8% 52.8%

% Change 69.8% 68.0% 52.9% 39.9% 30.7% 26.9% 24.1% 23.1% 23.5%

Other Operating Costs:
Sales and Mart<eting (40.6) (75.2) (111.2) (147.2) (179.6) (210.2) (239.4) (267.5) (294.5) (321.5)

Sales and Mart<eting per Average Analog Subscriber ($45.00) ($51.75) ($54.34) ($56.51) ($58.77) ($61.12) ($63.57) ($66.11) ($68.75) ($71.50)

Product Development (24.9) (37.7) (57.6) (60.2) (102.0) (121.3) (140.5) (161.1) (182.8) (207.2)

General and Administrative 120.8\ /24.9\ 127.9\ (30.71 133.8\ '135.8\ (37.9) 140.2\ 142.6) (45.2

Total 86.3 137.7 196.6 258.0 315.6 367.2 417.6 468.9 519.9 573.9

EBITDA (7.4) (3.1) 28.4 ".1 1&5.9 282.2 381.1 522.4 700.7 933.&

% Margjn -3.6% -1.1% 5.3% 11.0% 15.6% 20.0% 23.7% 26.7% 29.7% 32.7%

% Change -48.7% -847.9% 203.3% 92.5% 58.1% 45.3% 37.1% 34.1% 33.2%

Depreciation and Amortization /36.2\ /38.41 /45.71 154.21 (62.21 167.6) 172.2) (75.8) (78.6) (80.9

Operating Income (43.&) (42.2) (17.3) 32.0 103.7 1.4.4 301.9 446.7 &22.1 852.8

% Margin -21.0% -12.6% -3.2% 4.1% 9.9% 14.8% 19.2% 22.9% 26.4% 29.8%

% Change -3.4% -59.0% -285.1% 224.2% 87.6% 58.9% 44.6% 39.3% 37.1%

Net Interest Expense /1.6\ 15.6\ (9.8) (11.7) (8.4) 1.5 14.3 34.3 63.6 104.9
Pretax Income (45.2) (47.8) (27.1) 20.3 95.3 1116.0 323.2 481.0 885.7 957.7

% Margin -21.8% -14.3% -5.1% 2.6% 9.1% 14.9% 20.1% 24.6% 29.1% 33.5%
%C~e 5.6% -43.3% -175.0% 369.1% 105.7% 64.9% 48.8% 42.6% 39.7%

Source: CredIt Lyonnals 5ecunlles estimates
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Exhibit 74: AOL UK Margin Analysis
• . ",:;111ie' "':It

Gross Margin 38.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.8% SO.8% 51.8% 52.8%

Operating Costs as a % of Revenues
Sales and Marketing 19.6% 22.4% 20.7% 18.8% 17.2% 16.0% 14.9% 13.7% 12.5% 11.3%
Product Development 12.0% 11.3% 10.8% 10.3% 9.8% 93% 8.8% 8.3% 7.8% 7.3%
General and Administrative 10.0% 7.4% 5.2% 3.9% 3.2% 2.7% 2.4% 2.1% 1.8% 1.6%

Total 41.6% 41.1% 36.7% 33.0% 30.2% 280% 26.0% 24.0% 22.0% 20.1%

EBITOA Marain -3.6% -1.1% 5.3% 11.0% 15.8% 20.0% 23.7% 26.7% 29.7% 32.7%

Source: Creditlyonnais Securities estimates

Exhlltlt 75: AOL UK Cash Flow ProJections

Pretax Income (45.2) (47.8) (27.1) 20.3 95.3 196.0 323.2 481.0 685.7 9577
Depreciation and Amortization 36.2 38.4 45.7 54.2 62.2 67.8 72.2 75.8 78.6 80.9
After-Tu Cash Flow (9.0) (9.4) 18.6 74.5 157.5 283.7 395.4 556.7 764.3 1,038.6

Capital Spending 131.1\ 150.2\ 164.3\ 175.0\ 175.01 175.0\ 175.0\ 175.0\ 175.0\ 175.0
F.... C.... Flow (40.1) (59.1) (48.7) (0.5) 82.5 118.7 320.4 481.7 689.3 983.6

Net Debt:
Beginning 0.0 (40.1) (99.8) (145.5) (146.0) (63.5) 125.2 445.6 927.3 1.616.7
Ending (40.1) (99.8) (145.5) (146.0) (63.5) 125.2 445.6 927.3 1.616.7 2.580.3
Aver_ (20.1) (70.0) (122.6) (145.7j 1104.7i 30.9 285.4 686.5 1,272.0 2.098.5

Source: Credit lyonnais Securities estimates

Exhlltit 78: AOL UK Depreciation SC.....uI.

Beginning PP&E lSO.0 151.1 171.1 201.2 236.0 263.8 286.0 303.8 318.0 329.4
Capital Spending 31.1 50.2 64.3 75.0 75.0 75.0 75.0 75.0 75.0 75.0
Acquired PP&E

138.4) 145.7) 154.2) (67.8) (75.8) (78.6)DepAlCiation (36.2) (62.2) (72.2) (80.9)

Source: Creditlyonnais securities estimates
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Exhibit 77: AOL UK DCF Valuation -
Free Cash Flow (40.1) (59.6) (45.7) (0.5) 82.5 188.7 320.4 481.7 689.3 9636
Add: After-Tax Interest (0 if Net Gash) 1.6 5.6 9.8 11.7 8.4 0.0 0.0 0.0 0.0 0.0
Free Cash Flow to Firm (FCFF) (38.5) (54.0) (35.9) 11.1 90.9 188.7 320.4 481.7 689.3 963.6

% Change 40.2% -33.5% -131.0% 715.5% 107.7% 69.7% 50.4% 43.1% 39.8%

Assumptions:
Terminal Growth Rate 11.0%
WAGC 14.6%
Terminal 27.8x

Years to Discount a 1 2 3 4 5 6 7 8 9
a 1 2 3 4 5 6 7 8

a 1 2 3 4 5 6 7
0 1 2 3 4 5 6

a 1 2 3 4 5
a 1 2 3 4

a 1 2 3
a 1 2

a 1
a

Present Value of FCFF (38.5) (47.4) (27.6) 7.5 53.8 98.0 146.0 192.5 241.7 296.3
(54.0) (31.5) 8.6 61.3 111.7 166.4 219.5 275.5 337.8

(35.9) 9.8 69.9 127.4 189.7 250.2 314.1 385.1
11.1 79.7 145.2 216.2 285.2 358.0 439.0

90.9 165.6 246.5 325.2 408.2 500.4
188.7 281.0 370.7 465.3 570.5

320.4 422.6 530.4 650.4
481.7 604.7 741.4

689.3 845.2
963.6

Sum of Present Value or FCFF Stream 922.2 1.095.3 1,310.2 1,534.5 1,736.7 1,876.2 1,923.8 1,827.9 1,534.6 963.6
Present Value of Tenninal Value 9,142.1 10,422.0 11,881.1 13,544.5 15.440.7 17,602.4 20,066.8 22,876.1 26.078.7 29,729.8
Ending NlIt Cash (Debl) /40.1\ /99.8\ /145.5\ /146.0\ '/63.5\ 125.2 445.6 927.3 1.616.7 2,580.3
..."-tVIlkI. 10,024.2 11,417.' 13.041,' 14,133,1 17.113.1 1',803.' 22.431.1 25.131,3 21,230.0 33,273.8

'loa- 13.9"- 14.3% 14.5% 14.8% 14.5% 14.4% 14.2% 14.0% 13.8%

Source: Credit Lyonnais Securities estimates

Credit Lyonnais Securities February 28. 2000 86



America Online Inc. I Time Warner Inc. ~
AOL France

Exhibit 78: AOL France Subscription Revenue Projections

Subscription Revenues:
Subscribers (millions):

Beginning 0.150 0.465 0.865 1.265 1665 2.015 2.315 2.615 2.665 3.115
Havas Online 0.040
CompuServe France 0.050
Additions 0.225 0.400 0.400 0.400 0.350 0.300 0.300 0.250 0.250 0.250
Ending 0.465 0.865 1.265 1.665 2.015 2.315 2.615 2.865 3.115 3.365
Average 0.353 0.665 1.065 1.465 1.640 2.165 2.465 2.740 2.990 3.240

Subscription Packages;
Monthly Fee (FF95 per Mnth FYoo) $16.17 $15.70 $14.92 $14.02 $13.18 $12.26 $11.28 $10.36 $9.34 $8.40
Annual Rate (FF65O per Yr FYoo) $12.53 $8.95 $8.51 $6.00 $7.52 $6.99 $6.43 $5.92 $5.32 $4.79
Light-User (FF35 per Yr FYoo) $7.65 $5.79 $5.50 $5.17 $4.86 $4.52 $4.15 $3.82 $3.44 $3.10

% Change -4.0% -5.0% -6.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%

Subscriber Weighting
Monthly Fee 70.0% 70.0% 69.0% 68.0% 67.5% 67.0% 66.5% 66.0% 65.5% 65.0%
Annual Rate 20.0% 20.0% 22.0% 24_0% 26.0% 27.0% 29.0% 31.0% 33.0% 35.0%
Light-User 10.0% 10.0% 9.0% 8.0% 6.5% 6.0% 4.5% 3.0% 1.5% 0.0%

Weighted Average Monlhly Subscription Rate $14.59 $13.36 $12.66 $11.87 $11.17 $10.37 $9.55 $8.80 $7.92 $7.14
% Change -8.4% -5.3% -6.3% -5.9% -7.1% -7.9% -7.9% -9.9% -9.9%

Total AOI. SUbscription Revenues 61.7 106.6 161.8 208.6 246.6 269.4 282.5 289.2 264.3 277.6
% Change 72.7% 51.7% 29.0% 18.2% 9.3% 4.9% 2.4% -1.7% -2.4%

CarrierF..:
Usage:

Average Subscribers 0.353 0.665 1.065 1.465 1.840 2.165 2.465 2.740 2.990 3.240
Subscribers on Standard Pricing Plan 0.035 0.067 0.096 0.117 0.120 0.130 0.111 0.082 0.045 0.000

Average Daily Connections 0.8 0.8 0.9 0.9 1.0 1.0 1.1 1.1 1.2 1.2
Average Monlhly Comections per Average Subscriber 22.5 24.0 25.5 27.0 28.5 30.0 31.5 33.0 34.5 36.0
x Average Duration 01 Connection (Minutes) 10.0 12.0 13.2 14.3 15.0 15.7 16.5 17.3 18.2 19.1
= Average Usage per Subscriber Per Month (Hours) 3.8 4.8 5.6 6.4 7.1 7.9 8.7 9.5 10.5 11.5
Usage Threshold B" Additional Hourly Rete (Hours) 3.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
x Average Monthly Subscrtptlon Rate Per Hour (-5% per Yr) $3.80 $3.70 $3.52 $3.34 $3.17 $2.95 $2.74 $2.55 $2.35 $2.16

x 12 = Annual CarTier Fees 1.2 8.3 14.6 20.7 23.3 28.9 24.3 19.0 10.7 0.0
% Change 585.8% 76.5% 42.1% 12.2% 15.8% -9.7% -22.1% -43.6% -100.0%

Total AOL France Subecrlpllon R.......... 82.9 114.9 171.4 221.4 289.1 211.4 301.9 301.2 295.0 277.6

% Change 82.5% 53.5% 30.0% 17.6% 9.8% 3.5% 0.4% -4.3% -5.9%

Equivalent Rat Monthly Fee $14.88 $14.40 $13.80 $13.05 $12.22 $11.41 $10.37 $9.37 $8.22 $7.14
%Cha_ -3.2% -4.1% -5.5% -6.3% -6.6% -9.1% -9.7% -12.3% -13.2%

Source: Credit Lyonnais Securities estimates
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Exhibit 79: AOL France Advertising and E-Commerce Revenue Projections
e" ,"f

_.
Advertising and e·Commerce Fees:

Advertising:
Average Subscribers 0.353 0.665 1.065 1.465 1.640 2.165 2.465 2.740 2.990 3.240

x Average Monthly User Sessions per Average Subscriber 22.5 24.0 25.5 27.0 28.5 30.0 31.5 33.0 34.5 36.0
x Average Page Views per Session 10.5 12.1 12.7 13.3 14.0 14.5 15.1 15.7 16.4 17.0
x 12 = Total Page Views in AOL Subscription Areas 999.3 2.3126 4,131.9 6,3190 8,796.3 11,330.5 14,087.4 17,060.9 20,242.3 23,804.0

Non-Subscription Areas
Aggregate Average Monthly Unique Visitors 0.4 0.5 0.5 0.5 0.6 0.6 0.6 0.7 0.7 0.8
x Ayerage Monthly User Sessions per Unique Visitor 3.0 3.2 3.3 3.6 38 3.9 4.1 4.3 4.6 4.8
x A_age Page Views per Session 5.3 5.7 6.0 6.3 6.6 6.8 7.1 7.4 7.7 80
x 12 :. Total Page Views in N",,",Subscriber Areas 80.3 98.4 117.1 143.5 170.8 197.7 228.9 262.4 300.9 345.0

Total AOL Page Views 1,079.7 2,411.0 4,249.0 6,462.5 6,967.1 11,526.2 14,316.3 17,323.3 20,543.2 24,149.0

x Advertising Revenues Per Page View (+10% Yr) $7.00 $6.40 $9.66 $10.63 $11.69 $12.62 $13.63 $14.72 $15.90 $17.17
Tot.' Advertising Rev.nu•• 7.6 20.3 41.0 n.7 104.8 145,5 195,2 255.1 326.7 414.7

% Change 166.0% 102.7% 67.3% 52.6% 38.6% 34.1% 30.7% 26.1% 27.0%

E-Commerce Fees:
Commerce Site Page Views-% of Tetal Annual Page Views 0.1% 0.2% 0.3% 0.4% 0,4% 0.5% 0.5% 0,6% 0.6% 0.7%
Page Views on Commerce Sites 1.1 4.6 11.7 22.6 38.1 54.6 75.2 99.6 128.4 163.0
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
= Tot.1 E-Commerce Purch.ses 0.2 1.0 2.5 5.1 9.0 13.4 19.2 26.4 35.3 46.5

x Av....ge Purchase/Download Price $25.00 $26.00 $26.78 $27.58 $28.41 $29.26 $30.14 $31.05 $31.98 $32.94
= Total E·Commerce Purchases ($ millions) 5.4 25.7 67,3 140,4 254.4 392.6 577.7 819,5 1,129.1 1,530.1
x AOl Commissions (%) 10.0% 10,0% 10,0% 10,0% 10,0% 10.0% 10.0% 10.0% 10.0% 10.0%
=AOL E·Commerc. F... 0.5 U '.7 14.0 25.4 38.3 57.' '1.9 112.9 153.0

% Change 376,1% 161.8% 108.7% 81.3% 54.3% 47.1% 41.9% 37,8% 35.5%

Tot.1 Adverti.1ng ond E-eommerce F... 8.1 22.8 47.8 82.7 130.3 184.8 252.9 337.0 439.8 587.8
%Chonoe 181.8% 109.3% 73.1% 57.5% 41.9% 38,9% 33.2% 30,4% 29.2%

Source: Credit Lyonnais Securities estimates

Exhlltlt 80: AOL France Income Statement projections

Source: Credit Lyonnals Secunlles estimates

Reyenues:
SubsClription 62.9 114.9 176.4 229.4 269.8 296.4 306.9 308,2 295.0 277.6
Advertising, E-eommerce Fees and Other Revenues

Advertising 7.6 20.3 41.0 66.7 104.6 145.5 195.2 255.1 326.7 414.7
E·Commerce 0.5 2.6 6.7 14,0 25.4 39.3 57.8 61.9 112.9 153.0

Total Advertising and E-eommerce Fees 8,1 22,8 47.8 82.7 130,3 184,8 252.9 337.0 439.6 567.8
Total Consolidated AOL Franc. Revenues 71.0 137.7 224.1 312.1 400.1 481.2 551.8 845.2 734.8 845.4

% Change 93.9% 62.8% 39.2% 28.2% 20.3% 18.3% 15.3% 13.9% 15.1%

Costs of Revenues (46.2\ 185.4\ /132.2\ 1174.6\ /216.0\ 1255.0\ /291.1\ 1329,1\ (371.0) (422.7

Gross Profit 24.9 52.3 91.9 137.3 184.0 226.2 266.7 316.1 363.6 422.7

% Margin 35.0% 38.0% 41.0% 44.0% 46.0% 47.0% 46.0% 49.0% 49.5% 50.0%

% Change 110.5% 75.6% 49.4% 34.0% 22.9% 16,8% 17.7% 15.0% 16.2%

Other Operating Costs:
Sales and Mar1l;eting (15.9) (29.0) (45.1) (60.2) (71.8) (80.2) (86.8) (91.7) (95.0) (97.8)

Sales and Marketing per Average Analog Subscriber ($45.00) ($43.65) ($42.34) ($41.07) ($39.02) ($37.07) ($35,21) ($33.45) ($31.78) ($30.19)

Product Dev~oprnenl (8.2) (14.8) (23.0) (30.4) (37.0) (42.1) (46.2) (50.0) (53.3) (57.1)

General and Administrative (7.1) '(8.5\ '19.5\ (10.5\ (11.6\ i12.2\ ;13.oi i13.8i (14.6\ 115.5

Total (31.1i 52.4 77.8 101.1 120.4 134.6 146.0\ 155.4 162.9 170.3

EBITDA (8.3) (0.0) 14.3 38.2 83.7 91.8 122.7 180.7 200.8 252.3

% Margin -8.8% 0.0% 6.4% 11.6% 15.9% 19.0% 21.9% 24.9% 27.3% 29.9%

% Change -99.6% -56378.2% 153.5% 75.9% 43,8% 34.1% 30.9% 24.9% 25.7%

Depreciation and Amortization /4.5\ (7.2\ 112.1\ (16.0\ 117.0\ 118.4\ /19.5\ /20.4\ 121.1\ 121.7

Operatl"9 Incom. (10.8) (7.2) 2.2 20.2 48.7 73.1 103.2 140.3 179.6 230.'

% MaIgin ·15.2% -5.2% 1.0% 6.5% 11.7% 15.2% 18,4% 21.7% 24.5% 27.3%

% Change -33.3% -129.9% 838.0% 130.5% 56,7% 41.1% 35.9% 28.0% 28.4%

Net Interest Expense 10.7\ 12.3\ /3.9\ /4.1\ 11.9\ 1.7 6.2 12.8 21.7 33.4

Pretax Income (11.5) (9.5) (1.8) 1••2 44.7 74•• 109.4 153.1 201.3 264.0

% Margin -16.2% -6,9% -0.8% 5,2% 11.2% 15.5% 19.5% 23.7% 27.4% 31.2%
,.. Ct\aMge -17.1% -81,6% ·1021,2% 176.8% 67.2% 46.3% 39,9% 31.5% 31.1%

"
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Exhibit 81: AOL France Margin Analysis

Gross Margin 35.0% 38.0% 41.0% 44.0% 46.0% 47.0% 48.0% 49.0% 49.5% 50.0%

Operating Costs as a % of Revenues
Sales and Marketing 22.3% 21.1% 20.1% 19.3% 17.9% 16.7% 15.5% 14.2% 12.9% 11.6%
Product Development 11.5% 10.8% 10.3% 9.8% 9.3% 88% 8.3% 7.8% 7.3% 6.8%
General and Administrative 10.0% 6.2% 4.3% 3.4% 2.9% 2.5% 2.3% 2.1% 2.0% 1.8%

Total 43.8% 38.0% 34.6% 32.4% 30.1% 28.0% 26.1% 24.1% 22.2% 20.1%

EBITDA Maraln -8.8% 0.0% 6.4% 11.6% 15.9% 19.0% 21.9% 24.9% 27.3% 29.9%

Source: Cred,t Lyonna,s Secunlles estImates

Exhibit 82: AOL France Cash Flow Projections

Prelax lncome (11.5) (9.5) (1.8) 16.2 44.7 74.8 109.4 153.1 201.3 264.0
Deprecialion and Amortization 4.5 7.2 12.1 16.0 17.0 18.4 19.5 20.4 21.1 21.7
After-Tax Cash Flow (7.0) (2.4) 10.4 32.1 61.6 93.2 1211.0 173.5 222.5 285.7

CapItal Spending no.n 120.71 (26.9l 120.Dl 120.0) (20.0) (20.m 120.0l (20.m 120.0
Free Cash Flow (17.6) (23.0) (1U) 12.1 41.' 73.2 108.0 153.5 202.5 265.7

Net Debt:
Beginning 0.0 (17.6) (40.6) (57.2) (45.0) (3.3) 69.9 178.9 332.4 534.9
Ending (17.6) (40.8) (57.2) (45.0) (3.3) 69.9 178.9 332.4 534.9 800.6
A_ '(8.8; (29.1; (48.9; (5Ui (24.2i 33.3 124.4 255.7 433.6 667.7

Source: Cred~ Lyonna,s Securities estimates

Ex.....t 83: AOL France Depreciation SChedule

Beginning PP&E 12.0 20.3 36.9 56.4 65.1 72.1 n.7 82.1 85.7 86.6
Capital Spending 10.7 20.7 26.9 20.0 20.0 20.0 20.0 20.0 20.0 20.0
Acqulred PP&E

(16.0) (20.4) 121.1l 121.7De~tlon 14.5) 17.2) (12.1) (17.0J (18.4l (19.51

Source: Cred~ Lyonnais Securities estimates
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Exhibit 84: AOL France DCF Valuation .-
Free Cash Flow (17.6) (230) (16.5) 12.1 41.8 73.2 109.0 153.5 202.5 2657
Add: Aller-Tax Interest (0 if Net Cash) 0.7 2.3 3.9 4.1 1.9 0.0 0.0 0.0 0.0 0.0
Free Cash Flow to Firm (FCFF) (16.9) (20.7) (12.6) 16.2 43.7 73.2 109.0 153.5 202.5 265.7

% Change 22.2% -39.0% ·226.6% 169.4% 67.6% 48.8% 40.9% 31.9% 31.3'%

Assumptions:
Terminal Growth Rate 11.5%
WACC 14.6%
Terminal 32.3x

Years to Discount 1 2 3 4 5 6 7 8 9
0 , 2 3 4 5 6 7 8

0 1 2 3 4 5 6 7
0 1 2 3 4 5 6

0 1 2 3 4 5
0 1 2 3 4

0 1 2 3
0 1 2

0 1
0

Present Value of FCFF (16.9) (18.1) (9.7) 10.9 25.9 38.0 49.6 61.3 71.0 81.7
(20.7) (11.1) 12.5 29.5 43.4 56.6 69.9 80.9 93.2

(12.6) 14.2 33.6 49.4 64.5 79.7 92.2 106.2
16.2 38.3 56.3 73.6 90.9 105.1 121.1

43.7 64.2 83.8 103.6 119.9 138.0
73.2 95.6 118.1 136.7 157.3

109.0 134.7 155.8 179.4
153.5 177.6 204.5

202.5 233.1
265.7

Sum of Present Value 01 FCFF Stream 293.7 354.2 427.3 501.5 553.3 580.9 578.8 535.6 435.5 265.7
Present Value of Tenninel Value 2.928.1 3.338.0 3,805.4 4,338.1 4.945.4 5,637.8 6.427.1 7,326.9 8.352.7 9,522.0
Ending Net Gesh (Debt) 117.61 140.61 /57.21 /45.0' 13.3\ 69.9 178.9 332.4 534.9 800.6
HotP_IVa.... 3,204.2 3,151.' 4,175.5 4,714.' 5,415.4 6,211.7 7,164.1 ',114.' 9,323.1 10,518.4

% CIla.- 14.0% 14.3% 14.8% 14.6% 14.4% 14.2% 14.1% 13.8% 13.6%

Source: Credit Lyonnais securities estimates

Other AOL Europe Territories

Ex.....t 85: AOL Eu...... (Other Territories) Subscription Revenue Projections

Subscription Revenues:
Subscribers (mUlions):

Beginning 0.100 0.150 0.300 0.700 1.300 1.900 2.440 2.926 3.363 3.757
Additions 0.050 0.150 0.400 0.600 0.600 0.540 0.486 0.437 0.394 0.354
Ending 0.150 0.300 0.700 1.300 1.900 2.440 2.926 3.363 3.757 4.111
Average 0.125 0.225 0.500 1.000 1.600 2.170 2.683 3.145 3.560 3.934

Weighted Average Subscription Rate $25.00 $24.00 $22.80 $21.66 $20.36 $18.94 $17.42 $16.03 $14.42 $12.98
-3.0% -4.0"- -5.0% -5.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%

Total AOL Subscription Revenues 37.5 64.8 136.8 259.9 390.9 493.1 560.9 604.8 616.2 612.9

% Change 72.8% 111.1% 90.0% 50.4% 26.1% 13.7% 7.8% 1.9% -0.5%

Carrier Fees:
Usage:

Average Subscribers 0.125 0.225 0.500 1.000 1.600 2.170 2.683 3.145 3.560 3.934
x A....age Daily Connections 0.5 0.7 0.8 0.8 0.9 0.9 1.0 1.0 1.1 1.1
x Average Monlhly Connec:tions per Average Subscriber 15.0 21.0 22.5 24.0 25.5 27.0 28.5 30.0 31.5 33.0
x Average Duration of Connecllon (Minutes) 12.0 14.5 16.0 17.2 18.1 19.0 19.9 20.9 22.0 23.1
= Average Usage per Subscriber Per Month 180.0 304.5 358.9 413.4 461.2 512.8 568.3 628.1 692.5 761.8

x A..... Monthly Subscrtption Rate Per Minute (-5% per Yr) $0.02 $0.02 $0.02 $0.02 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01

x 12 =Annual Carrier Fees 5.4 15.6 38.9 80.6 129.5 175.7 216.7 252.6 283.8 310.5

% Change 189.3% 148.8% 107.4% 60.7% 35.7% 23.3% 16.6% 12.3% 9.4%

Total OIller AOL Europa SullscrfptlonR_ 42.9 80.4 175.7 340.5 520.4 HU m.e m.• 900.0 923.•
%CIla!llIe 87.5% 118.4% 93.8% 52.8% 28.5% 16.3% 10.3% 5.0% 2.6%

Source: Credit Lyonnais securities estimates
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Exhibit 86: AOL Europe (Other Territories) Adv.rtlsing and E-Commerce Revenue Projections

Advertising and E-Commerce Fees:
Advertising:

Average Subscribers 0.125 0.225 0.500 1.000 1.600 2.170 2.683 3.145 3.560 3.934
x Average Monthty User Sessions per Average Subscriber 15.0 210 22.5 24.0 25.5 27.0 28.5 30.0 31.5 33.0
x Average Page Views per Session 11.0 12.1 13.3 14.0 14.7 15.3 15.9 16.5 17.2 17.9
x 12 = Total Page Views in Subscription Areas 247.5 686.1 1,796.9 4.024.9 7,184.5 10,729.9 14,563.6 18,686.9 23,1025 27,8148

No~SubscriptionAreas
Aggregate Average Monthly Unique Visitors 1.1 1.2 1.3 1.4 1.6 1.6 1.7 1.8 1.9 2.0
x Average Monthly User Sessions per Unique Visitor 3.3 3.5 3.7 4.0 4.2 4.4 4.7 4.9 5.1 5.4
x Average Page Views per Session 5.4 5.8 6.1 6.4 6.8 7.0 7.3 76 7.9 8.2
x 12 = Total Page Views in Non-Subscriber Areas 235.2 300.4 364.3 446.2 531.3 615.0 711.8 816.2 935.8 1,0730

Total AOL Page Views 482.7 986.5 2,161.2 4,471.1 7,715.8 11,344.8 15,275.5 19.503.1 24,038.4 28.887.8

x Advertising Revenues Per Page View (+10% Yr) $6.70 $8.04 $9.65 511.58 513.31 $14.65 $15.82 $17.08 $18.45 $1993
Total _ertilling Re..."ue. 3.2 7.9 20.9 51.8 102.7 166.2 241.6 333.2 443.5 575.6

°/0 Change 145.2% 162.9% 148.3% 98.5% 61.7% 45.4% 37.9% 33.1% 29.8%

E-Commerce Fees:
Commerce SKe Page Views-% of Tetal Annual Page Views 0.1% 0.1% 0.2% 0.3% 0.5% 0.6% 0.8% 0.9% 1.1% 1.2%
Page VieWS on Commllfce Silos 0.4 1.2 4.9 14.5 36.7 70.9 118.4 180.4 258.4 339.4
x Toke Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.50/.
= Total E-eommerce Purchases 0.1 0.3 1.0 3.3 8.6 17.4 30.2 47.8 71.1 96.7

x A""",ge Purchase/Download Price $25.00 526.00 $26.78 $27.58 528.41 $29.26 $30.14 $31.05 531.98 $32.94
= Total E-eommerce Purchases ($ m~lions) 1.8 6.6 28.0 90.2 244.7 508.4 909.9 1,484.2 2.272.4 3.188.2
x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
=AOL E-Comrnerce Fe. 0.2 0.7 2.8 9.0 24.5 50.8 91.0 148.4 227.2 318.6

% Change 263.1% 326.0% 222.1% 171.3% 107.7% 79.0% 63.1% 53.1% 40.2%

Total _.Ing_E-eommen:. F... 3.4 ... 23.7 eo.8 121.2 211.0 332.8 481.8 810.1 894.2
%a.- 151.5% 115.4% 157.0% 109.3% 70.6% 53.3% 44.8% 39.3% 33.3%

Source: Credit Lyonnais Securities estimates

Exhlllllt 87: AOL Europe (Other T.rrlto.....) Income StIIte......t Projections

Source: Credit Lyonnals Secunbes estimates

Revenues:
Subscriplion 42.9 80.4 175.7 340.5 520.4 668.8 n7.6 857.4 900.0 923.4
Advertiling. E-eommerce Fees and Other Rewmues
A_ng 3.2 7.9 20.9 51.8 102.7 166.2 241.6 333.2 443.5 575.6
E-eommen:e 0.2 0.7 2.8 9.0 24.5 50.8 91.0 148.4 227.2 318.6

Total Advertising and E-eommen:e Fees 3.4 8.6 23.7 60.8 127.2 211.0 332.6 481.6 670.7 894.2
Total Coneoll_ 0tIlet' AOL EIa'OpI Revenue. 48.3 81.0 119.3 401.3 841.8 885.1 1,110.2 1.339.0 1.510.8 1,817.6

% Change 92.2% 123.9% 101.3% 61.4% 36.8% 25.3% 20.6% 17.3% 15.7%

Costs of Revenues 132.41 f61.4l 1135.5) /268.9\ 1427.4\ 1580.2) 1721.6l 1883.7l 11,005.3l 11,154.2
Gross Profit 13.9 27.6 63.8 132.4 220.2 305.6 388.6 475.4 565.5 663.4

% Margin 30.0% 31.0% 32.0% 33.0% 34.0% 34.5% 35.0% 35.5% 36.0% 36.5%
% Change 98.6% 131.2% 107.6% 66.3% 38.8% 27.2% 22.3% 19.0% 17.3%

Otl1er Operating Costs:
Sales and Mallteting (5.6) (12.2) (25.7) (48.7) (74.1) (95.4) (112.1) (124.8) (134.3) (140.9)

Sales and Mar1<eting per Average Analog Subscriber ($45.00) ($54.00) ($51.30) ($48.74) ($46.30) ($43.98) ($41.78) ($39.69) ($37.71) ($35.82)

Product Development (6.7) (11.1) (21.9) (38.1) (55.0) (70.9) (83.3) (93.7) (102.1) (109.1)
General and Admimstrative 15.6) /6.ll 17.51 8.2 9.0 '19.6 i10.2 110.8\ 111.4 12.1

Total 17.9 29.9 55.0 95.1 138.2 175.9 205.5 229.3 247.8 262.1
EBITDA (4.0) (2.4) 1.7 31.4 82.0 129.1 183.0 248.0 317.7 401.3

% Margin -8.6% -2.6% 4.4% 9.3% 12.7% 14.6% 16.5% 18.4% 20.2% 22.1%
% Change 327.5% 119.6% 58.1% 41.1% 34.4% 29.1% 26.3%

Depreciation and Amortization (16.7) /15.81 117.3) 120.0 120.2l /20.71 121.2l 121.5\ 121.8\ 122.1
Operating Income (20.1) (18.21 (8.61 17.4 81.8 109.0 181.1 224.5 295.9 319.3

% Margin -44.6% -20.4% -4.3% 4.3% 9.5% 12.3% 14.6% 16.8% 18.8% 20.9%

% Change 255.8% 76.2% 48.5% 38.7% 31.8% 28.2%

Net Interest Expense 10.5) 11.7\ /3.2\ 13.3l 10.2) 4.3 11.6 22.2 36.8 56.2

Pretax Income (21.2) {19.11 (11.8) 14.1 81.8 113.3 173.4 248.1 332.1 435.4

% Margin -45.7% -22.4% -5.9% 3.5% 9.5% 12.8% 15.6% 18.4% 21.2% 24.0%
% chailae 337.6% 83.8% 53.1% 422% 34.9% 30.9%

..
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Exhibit 88: AOL Europe (Other Territories) Margin Analysis -
Pretax Income 121.2) (19.9) 111.8) 14.1 61.6 113.3 173.4 246.7 332.7 435.4
Depreciation and Amortization 16.7 15.8 17.3 20.0 20.2 20.7 21.2 21.5 21.8 22.1
After~Tax Cash Flow (4.5) (4.1) 5.6 34.1 81.8 134.0 194.6 268.2 354.5 457.5

Capital Spending 18.3) 113.4) (23.9) 119.1) '19.1l 119.1l 119.1\ 119.11 119.1\ 19.1
Free Cash Flow (12.9) (17.4) (18.3) 14,9 62.7 114.9 175.5 249.1 335.4 438.3

Net Debt:
Begmning 0.0 (12.9) 130.3) (48.6) 133.7) 29.0 143.9 319.4 568.5 903.8
Ending (12.9) (30.3) (48.6) (33.7) 29.0 143.9 319.4 568.5 903.8 1.342.2
AveraGe 16.4) (21.6) (39.5) 141.2) (2.3) 86.4 231.6 443.9 736.2 1.123.0

Source: Credit Lyonnais Securities estimates

Exhibit 81: AOL Europe (Other Territories) Cash Flow Projections

Pretax Income (21.2) (19.9) (11.8) 14.1 61.6 113.3 173.4 246.7 332.7 435.4
Depreclallon and AmoI1izalion 16.7 15.8 17.3 20.0 20.2 20.7 21.2 21.5 21.8 22.1
After·Tax Caoh Flow (4.5) (4.1) 5.8 34.1 81.8 134.0 194.• 268.2 354.5 457.5

Capital Spending /8.3\ /13.4\ /23.91 /19.11 119.11 119.11 119.11 (19.11 /19.11 119.1
FreeCuhFI_ 112.9) (17.4) (18.3) 14.9 62.7 114.' 175.5 249.1 335.4 438.3

Net Debt
BegiMing 0.0 (12.9) (30.3) (48.6) (33.7) 29.0 143.9 319.4 568.5 903.8
Ending (12.9) (30.3) (48.6) (33.7) 29.0 143.9 319.4 568.5 903.8 1.342.2
A_ 16.4) 121.6) 139.5) 141.2) (2.3) 86.4 231.6 443.9 736.2 1.123.0

Source: Credit Lyonnais Securities estimates

Exhlltlt 10: AOL Europe (Othw Terrttorl_) Depreciation Schedule

Beginnillg PP&E 75.0 68.3 88.0 78.3 81.8 84.6 86.8 88.6 90.0 91.1
Capi\BI Spendillg 8.3 13.4 23.9 19.1 19.1 19.1 19.1 19.1 19.1 19.1

ACQuinld PP&E
116.7) 115.8) 117.3) (20.0) (20.2) 120.7) (21.2) (21.5) 121.8}Depnocielion (22.1

Source: Credit Lyonnais Securities estimates
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Exhibit 91: AOL Europe (Other Territories) DCF Valuation
'.}iK';" .-

Free Cash Flow (12.9) (17.4) (18.3) 14.9 62.7 114.9 175.5 249.1 335.4 438.3
Add After-Tax Interest (0 if Net Cash) 05 1.7 3.2 3.3 02 0.0 0.0 0.0 0.0 0.0
Free Cash Flow to Firm (FCFF) (12.3) (15.7) (15_2) 18.2 62.9 114.9 175.5 249.1 335.4 438.3

% Change 245.2% 82.7% 52.7% 41.9% 34.6% 30.7%

Assumptions:
Terminal Growth Rale 12.0%
WACC 14.8%
Terminal 35."

Years to Discount a 1 2 4 5 6 7 8 9
0 1 3 4 5 6 7 8

0 2 3 4 5 6 7
1 2 3 4 5 6
a 1 2 3 4 5

a 1 2 3 4
a 1 2 3

a 1 2
a 1

a

Present Value of FCFF (12.3) (13.8) (11.7) 12.3 37.2 59.7 79.9 99.5 117.6 134.8
(15.7) (13.3) 14.0 42.4 68.0 91.1 113.5 134.0 153.7

(15.2) 16.0 48.4 77.5 103.9 129.4 152.8 175.2
18.2 55.2 88.4 118.4 147.5 174.2 199.7

62.9 100.8 135.0 168.1 198.6 227.7
114.9 153.9 191.7 226.4 259.5

175.5 218.5 258.1 295.9
249.1 294.2 337.3

335.4 384.5
438.3

Sum or Present Value or FCFF Stream 503.3 587.8 688.0 801.6 893.1 946.4 947.9 880.6 719.9 438.3
Present Value 01 Terminal Value 5.254.2 5.989.8 6.828.4 7,784.4 8,874.2 10.116.6 11.532.9 13.147.5 14.988.2 17.086.5
Ending Net Gash (Debt) . 112.9\ 130.3\ /48.61 133.71 29.0 143.9 319.4 568.5 903.8 1.342.2
Net P_t Value 5.744.7 8,547.3 7.417•• ',55203 ••7.1.3 11.20'" 12,800.2 14,51'" 16,811.1 1....7.1
%~ 14.0% 14.1% 14.5% 14.5% 14.4% 14.2% 14.0% 13.8% 13.6%

Source: Credit Lyonnais Securities estimates

Compuserve Europe

ExhllNt 92: CompuServe Europe Subscription Revenue Projections

Subscription Revenues:
Subscriber.! (miNions):

BeQlming 0.750 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341
Additions 0.075 0.100 0.090 0.081 0.073 0.058 0.047 0.037 0.030 0.024
Ending 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341 1.365
Average 0.788 0.875 0.970 1.056 1.132 1.198 1.251 1.293 1.326 1.353

Weighted Average Subscription Rate $18.00 $17.46 $16.76 $16.09 515.13 514.07 512.94 $11.91 $10.72 59.64
·3.0% -4.0% -4.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%

Tctal Subscription Revenues 170.1 183.3 195.1 203.8 205.5 202.2 194.2 184.7 170.5 156.6
% Change 7.8% 6.4% 4.5% 0.9% -1.6% -4.0% -4.9% -7.7% -8.2%

Carrier Fees~
Usage:

Average Subscribers 0.788 0.875 0.970 1.056 1132 1.198 1.251 1.293 1.326 1.353
x Average Daily Connections 0.7 0.8 0.9 0.9 0.9 1.0 1.0 1.0 1.0 1.0
xA_ Monlhly ConnectionS per Average Subscriber 19.5 24.0 25.5 27.0 27.8 28.5 29.3 30.0 30.0 30.0

xA_ Duration d Connection (Mnutes) 12.0 14.5 16.0 17.2 18.1 19.0 19.9 20.9 22.0 23.1
=Average Usage per Subscriber Per Month 234.0 348.0 406.7 465.1 501.9 541.3 583.3 628.1 659.6 692.5

x Average Monthly Subscription Rate Per MInute (·5% per Yr) 50.02 50.02 50.02 50.02 $Om 50.01 $Om $om 50.01 50.01

x 12 =Annual Carrier Fees 44.2 69.4 85.5 95.7 99.7 102.4 103.7 103.8 100.7 97.1

0/0 Change 57.0% 23.1% 12.0% 4.2% 2.7% 1.2% 0.2% -3.0% ·3.6%

Total Compu5erve Europe SUbscr1pt1on Re..nuea 214,3 252.1 280.1 219.5 305.3 304.1 297.• 288.5 271.2 253.7
%C_ 17.9% lUI'" 6.8% 1.9% -C.2% -2.2% ·3.1% -6.0% -6.5%

Source: Credit Lyonnais Secunlles estimates
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Exhibit 93: CompuServe Europe Advertising Revenue Projections :.-
Advertising and E-Commerce Fees:

Advertising:
Average Subscribers 0.788 0.875 0.970 1.056 1.132 1.198 1.251 1.293 1.326 1353

)( A.verage Monthty User Sessions per Average Subscriber 19.5 24.0 25.5 27.0 27.8 28.5 29.3 30.0 30.0 30.0
x Average Page Views per Session 14.3 15.7 17.3 18.2 19.1 19.8 20.6 21.5 22.3 23.2
x 12 =Total Page Views in Subscription Areas 2.635.1 3.964.0 5.135.9 6.213.2 7.193.9 8.129.0 9.0568 9.985.0 10.654.2 11.304.9

x Advertising Revenues Per Page View (+10% Yr) $5.50 $6.33 $7.27 $8.36 $9.20 $9.94 $10.73 $11.59 $12.52 $13.52
Total Advertising Revenue. 14.5 25.1 37.4 52.0 66.2 80.8 97.2 115.7 133.4 152.8

% Change 73.0% 49.0% 39.1% 27.4% 22.0% 20.3% 191% 15.2% 14.6%

E-Commerce Fees:
Commerce SJte Page Vtews-% of TOlal Annual Page Views 0.1% 0.1% 0.2% 0.2% 0.3% 0.3% 0.4% 0.4% 0.5% 0.5%
Page Views on Commerce Sites 1.3 4.0 7.7 12.4 18.0 24.4 31.7 39.9 47.9 56.5
x Take Rate (%) Weighted by Cluantity Purchased per Purcha.e 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.50/.
=Total E-Commerce Purchases 0.3 0.8 1.7 2.8 4.2 6.0 8.1 10.6 13.2 16.1

x Average PurcnaseiDownIoad Price $40.00 541.60 542.85 $44.13 545.46 546.82 $48.23 549.67 $51.16 852.70
= Total E-Commerce PUfchases ($ milions) 10.5 33.8 71.0 123.4 192.1 279.7 389.8 525.7 674.6 848.9
x CompuServe Commis.ions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
=E-Commorce Fe.. 1.1 3.4 7.1 12.3 19.2 28.0 39.0 52.6 67.5 84,9

% Change 220.7% 109.9% 73.9% 55.7% 45.6% 39.3% 34.9% 28.3% 25.8%

Total _alng and E-Commarca FHa 15.5 28.5 44.5 64,3 85.4 108.6 136.2 188.3 200.8 237.7
%Chame 83.0% 56.2% 44.7% 32.8% 27.3% 25.2% 23.6% 19.3% 18.4%

Source: Credit Lyonnais securities estimates

ExhlllIIt 94: CompuServe Europe Income Statement Projections

Ravenues:
Subs<lrtptlon 214.3 252.8 280.6 299.5 305.3 304.6 297.9 288.5 271.2 253.7
Adver1IIing. E-Commerce Fees and Other Ravenues
Ad-.g 14.5 25.1 37.4 52.0 66.2 80.8 97.2 115.7 133.4 152.8
E-Commerce 1.1 3.4 7.1 12.3 19.2 28.0 39.0 52.6 67.5 84.9

ToIai Adver1iaing and E-Commerce F.... 15.5 28.5 44.5 64.3 85.4 108.8 136.2 168.3 200.8 237.7
Total Con_lad CompuSarve Europe Ra...... 22... 281.2 321.0 313.1 310.7 413.4 434.0 456.8 472.0 491.4

% Change 22.3% 15.6% 11.9% 7.4% 5.8% 5.0% 5.2% 3.3% 4.1%

Costs 01 Ravenues 1147.11 168.7\ 188.51 /203.71 f211.01 f215.01 (221.41 (228.4) f231.3) 1235.9
Gross Profit 82.8 112.5 136.5 160.1 179.7 198.4 212.7 228.4 240.7 255.5

% Margin 36.0% 40.0% 42.0% 44.0% 48.0% 48.0% 49.0% SO.O% 51.0% 52.0%
% Change 35.9% 21.4% 17.3% 12.3% 10.4% 7.2% 7.4% 5.4% 6.1%

O1her Operating Costs:
Sales and Marketing (23.6) (25.6) (27.7) (29.3) (30.9) (32.0) (32.7) (33.1) (33.3) (33.3)

Sales and Marketln9 per Average Analog Subscribe< ($30.00) ($29.25) ($28.52) ($27.81) ($27.25) ($26.70) ($26.17) ($25.65) ($25.13) 1$24.63)

Product Develollment (26.4) (30.2) (33.3) (35.5) (36.1) (36.2) (35.8) (35.4) (34.2) (33.2)
General and Administrative 123.0\ 127.61 (30.91 134.0\ 137.4\ 139.61 142.01 144.5\ 147.2\ 150.0
Total 73.0 83.4 f91.9 98.8 /104.4 107.8 110.5 113.1 114. 116.5

EBlTDA 9.7 29.1 44.8 81.3 7S.3 90.8 102.1 115.3 126.0 139.0
% Margin 4.2% 10.3% 13.7% 16.8% 19.3% 21.9% 23.5% 25.2% 26.7% 28.3%
% Change 199.5% 53.5% 37.3% 22.9% 20.3% 12.7% 12.9% 9.2% 10.3%

Depreciation and Amortization 117.4\ 22.7 126.5\ 128.01 128.11 128.8\ 129.2\ 129.6\ 129.9\ 130.2
Operating Incomo (7.8) 8.4 18.1 33.2 47.2 61.9 72.9 85.7 96.0 108.8

% Margin -3.3% 2.3% 5.6% 9.1% 12.1% 15.0% 16.8% 18.8% 20.3% 22.1%
% Change 184.0% 83.4% 41.9% 31.1% 17.8% 17.6% 12.1% 13.3%

Net tntentS! Expense 11.1 12.7\ 12.7\ 10.9\ 1.5 4.5 8.4 13.1 18.6 25.0
Pretax Inc:omo (8.8) 3.7 15.4 32.3 48.7 88.4 81.3 98.8 114.6 133.8

% Margin -3.8% 1.3% 4.8% 8.9% 12.5% 16.1% 18.7% 21.6% 24.3% 27.2%
% ChaAue 314.7% 109.2% SO.8% 36.3% 22.4% 21.5% 16.1% 16.7%

Source: Credit Lyonna,s Secuntles eslomates
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Exhibit 95: CompuServe Europe Margin Analysis
'_I!i ._.

Gross Margin 36.0% 40.0% 42.0% 440% 46.0% 48.0% 49.0% 50.0% 51.0% 52.0%

Operating Costs as a % of Revenues
Sales and Marketing 10.3% 9.1% 8.5% 8.1% 7.9% 7.7% 7.5% 7.3% 7.1% 6.8%
Product Development 11.5% 10.8% 10.3% 9.8% 9.3% 8.8% 8.3% 78% 7.3% 6.8%
General and Administrative 10.0% 9.8% 9.5% 9.3% 9.6% 9.6% 9.7% 9.7% 10.0% 10.2%

Total 31.8% 29.7% 28.3% 27.2% 26.7% 26.1% 25.5% 24.8% 24.3% 23.7%

EBITDA Mergln 4.2% 10.3% 13.7% 16.8% 19.3% 21.9% 23.5% 25.2% 26.7"10 28.3%

Source: Credit Lyonnals Securities estimates

Exhibit 9&: CompuServe Europe Cash Flow Projections

Pretax Income (8.8) 3.7 15.4 32.3 48.7 66.4 81.3 98.8 114.6 133.8
Depreci8tion and Amortization 17.4 22.7 26.5 28.0 28.1 28.8 29.2 29.6 29.9 30.2
Aller-Tu call> Flow 8.6 26.4 41.9 60.3 76.1 15.2 110.5 128.4 144.6 164.0

Cap~al Spending 136.8\ 136.6\ 132.5\ 126.0\ 126.0\ 126.0 26.0\ 26.0 126.Ql 126.0
Free Call> FI_ (28.2) (10.1) 1.4 34.3 50.1 89.2 84.5 102.4 118.6 138.0

Net Debt
Begiming 0.0 (28.2) (38.3) (28.9) 5.4 56.3 125.5 210.0 312.4 431.0
Ending (28.2) (38.3) (28.9) 5.4 56.3 125.5 210.0 312.4 431.0 569.0
Ave.... C14.1i (33.3i C33.6i (11.n 30.9 90.9 167.8 261.2 371.7 500.0

Source: Credit Lyonnais Securities estimetes

Exhlllllt 97: CompuServe Europe Depreciation Schedule

BegInning PP&E SO.O 78.8 98.0 110.9 114.7 117.8 120.2 122.2 123.7 125.0
Capillll Spending 36.8 36.6 32.5 26.0 26.0 26.0 26.0 26.0 26.0 26.0
Acquinld PP&E

(17.41 122.71 126.51 (26.0) (28.11 (28.81 (29.2) (29.6) (29.9) (30.2De..-tion

Source: Credit Lyonnais Securities estimates
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